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HUDDERSFIELD 


Established 
1864 


HEAD OFFICE: BRITANNIA BUILDINGS, HUDDERSFIELD 
LONDON OFFICE: BRITANNIA HOUSE, 203 STRAND, W.C.2. 





BLADES, EAST & BLADES 


LIMITED 


Established 1821 
BANKERS’ CHEQUE PRINTERS 
e 
CONTINUOUS CHEQUES, BANK NOTES, BEARER WARRANTS, 
SHARE CERTIFICATES AND GENERAL SECURITY PRINTING. 
COMPANY PROSPECTUSES. 
PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, BANKS, ETC. 
PRODUCERS OF HIGH GRADE PRINTING BY LETTERPRESS, 
LITHOGRAPHIC AND PHOTOGRAVURE PROCESSES. 


a a 

City Offices : Works : 
17 & 23 ABCHURCH LANE, LEONARD STREET, 
LONDON, €.C.4 FINSBURY, LONDON, E.C.2 


Telephones : Telephones : 
MANSION HOUSE 4366 (10 lines) CLERKENWELL 1020 (10 lines) 


Telegrams : “‘ identical, Cannon, London 


BRADBURY, WILKINSON & CO, LTD. 


DESIGNERS, ENGRAVERS & PRINTERS 
of 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 
and 
ALL DOCUMENTS OF SECURITY 


—_—-20e—___- 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 


TELEPHONE: WIMbledon 0033-4-5-6 TELEPHONE: MONARCH 7531-2 
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January 


January is the month of new resolutions. Now is the time for 


those who have no banking account to resolve to open one at the 


Midland Bank—and to carry out this good resolution without delay 


by calling at the most convenient branch chosen from over 2,000 


offices of the Bank in England and Wales. 


MIDLAND BANK LIMITED 












By Appointment 
Patent Lock and 


Safe Makers 


Protecting the treasures 


of the world 


CHUBB & SON’S LOCK AND SAFE CO. LTD., 22 ROYAL EXCHANGE, LONDON, E.C.3 


Aa & © 





ind 
Lm 
_—— 
o_O 
Chairman 
The Rt. Hon. Lord Balfour of Burleigh, D.L. 
Vice-Chairmen 
R. A. Wilson, Harald Peake, Sir Jeremy Raisman, G.C.LE., K.C.S.L 
Chief General Managers 

) E. Whitley-Jones, A. H. Ensor 


Joint General Managers 
W. B. Mayles, R. G. Smerdon, M.C., R. T. Fagan, D.F.C., E. J. Hill 


we LLOYDS BANK 


LIMITED 


HEAD OFFICE: 71, Lombard Street, London, E.C.3. 
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FBORACUM 


FORK, as we call it to-day, was the military 







capital of Roman Britain. The Emperor 
Hadrian visited the fortress in the year 120. Six Low 
hundred years later the city became one of the t 


most celebrated places of education in Europe. 


The offices of Martins Bank in York’s 
historic Coney Street and the Cattle 
Market are links in the chain of nearly 
00 branches throughout England, Wales 
and the Isle of Man providing finance 


for every kind of business. 





MARTINS BANK LIMITED 


Leeds District Office: 28-30 Park Row, Leeds1 
London District Office: 68 Lombard St., E.C.3 


HEAD OFFICE: WATER ST., LIVERPOOL 2 


THE UNION DISCOUNT COMPANY 
OF LONDON LIMITED 


Telegrams: 39 CORNHILL Telephones : 
“ Udisco, Stock LONDON E.C.3 p> posed House 7941 


London.’ 


Capital and Reserve 


£7,700,000 


DIRECTORS 
The Rt. Hon. Lord Kennet of the Dene, P.C. (Chairman) 
David John Robarts (Deputy Chairman) 
The Hon. Geoffrey C. Gibbs, C.M.G. Sir Archibald Jamieson, K.B.E. 
M. J. Babington Smith, C.B.E. John Ivan Spens, O.B.E. 




















‘ you are invited to utilise the many 
services provided by the Bank. 


Enquiries will be welcomed at any of the 
numerous Branches throughout England and 
Wales. 


National Provincial Bank 
tciMmeftet se 
Affiliation: 
COUTTS & COMPANY 











/ALEXANDERS DISCOUNT COMPANY 


LIMITED 
24 LOMBARD STREET, LONDON. 


CAPITAL PAID UP - - £ 1,400,000 
RESERVE FUND - - - £2,200,000 


DIRECTORS: 
THe Rr. Hon. LORD COLGRAIN, CHarrRMAN. 
GEORGE CLEVERLY ALEXANDER ROBERT ALE — R 


SIR AUSTIN EDWARD HARRIS, K.B.E. MARK DINEI 
SIR ERIC GORE BROWNE, D:S.O., O.B.E. ALAN RUSSE L L 


MANAGER: 
ANTONY MACNAGHTEN 
Deputy Manacer: CHARLES C. DAWKINS 
Assistant Manacers: E. P. B. BAGGALLAY, A. J. McLENNAN 
SECRETARY: F. W. HATCHER 





BANK AND FIRST CLASS TRADE BILLS DISCOUNTED | 


MONEY RECEIVED ON DEPOSIT. | 
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A casual observer of the architecture of the Union , y 
BECHUANALAND a 

or ! prorectonaré . 

of South Africa would probably place more em- SWAFRICA in f 


won wana’ 


phasis on the sky-scrapers of the Rand than on 





the spacious old Early Dutch houses which form Ao 
such a pleasant decoration to the countryside of 
Cape Province. 

There are, however. numerous examples of this 
attractive form of architecture still remaining. 
Many of them, as in the case of Groot Constantia 
near Cape Town, were designed as chateaux for 
the vineyards which still surround them and have 
served as ceatres for the wine industry ever since 
the seventeenth century. The wine industry in turn 


has done much to contribute to the prosperity of 





a : oar GROOT CONSTANTIA 
the Union in general and of the port of Cape Town - 


in particular, and continues to hold its own to-day in the busy and expanding commercial life of the Union. 


Full and up-to-date information from our branches in South Africa on the state and trends of local 


markets is readily obtainable on request. 


BARCLAYS BANK 
(DOMINION, COLONIAL AND OVERSEAS) 


OFFICE $4 LOMBARD STREET, LONDON, E.C.3 





HEAD 








Eastern Enterprise 


For over three hundred years men of enter- 
prise and initiative have engaged in trade 
with the East. For nearly a century The 
Chartered Bank of India, Australia and China 
has supplied them with the specialised bank- 


ing services that this trade demands 





Today, in addition to these services, the 
Bank's wide network of branches ensures 
that a wealth of information on local needs 
for products and services is readily available 
customers. Those planning to enter the markets of the East are cordially invited to discuss their 
problems with the Managers of the Bank in London, Manchester o1 Liverpool 


THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA 
(Incorporated by Royal Charter 186¢3) 


HEAD OFFICE: 38, BISHOPSGATE, LONDON, E.C.2 


Manchester B h: 2, Mosley St., Manchester 2 e Liverpool Branch: The Cotton Exchange Bldgs. , Old Hall St., Liverpool 3 
West End (London) Branch : 28 Charles II St., London, §S.W.1 e New York Agency : 65, Broadway, New York 
Associated Banking Institution in India: The Allahabad Bank Ltd. 

The Bank’s branch system, under British management directed from London, serves 


INDIA ¢ PAKISTAN ¢ CEYLON ¢ BURMA ¢ SINGAPORE AND FEDERATION OF MALAYA 
NORTH BORNEO AND SARAWAK ¢ INDONESIA e FRENCH INDO-CHINA ¢ SIAM 
THE PHILIPPINE REPUBLIC « HONGKONG « CHINA ¢ JAPAN 
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ROYAL BANK OF SCOTLAND 


Incorporated by Royal Charter. 1727 


Governor: His GRACE THE DUKE OF BUCCLEUCH AND QUEENSBERRY, G.C.V.O. 
Deputy Governor: RiGHT HON. THE EARL OF STRATHMORE AND KINGHORNE, D.L. 
General Manager: JOHN McCARTHUR THOMSON 





TOTAL ASSETS - £153,656,759 





HEAD OFFICE : EDINBURGH 
Branches in London and throughout Scotland 





» Lnion. 


Associated Banks : 


of local 


WILLIAMS DEACON’S 


| 

GLYN, MILLS & CO. 
| LY {ILLS & CO Gace ark 
| 














The Clydesdale Bank Ltd 


LISHED 


d.. John J. Campbell, General Manager 
~—s . . ? 


HEAD OFFICE: 30 ST. VINCENT PLACE, GLASGOW 


Foreign Exchange Branc 1 Buchanan Str Glasgow. iidinburg! 29 George Stree 





LONDON OFFICE: 30 LOMBARD STREET, E.C.3 


West End Piccadilly Circus Branch 31 Regent Street, S.W.1 
Victoria Branch 52 Buckingham Palace Road, S.W.1 


BRANCHES THROUGHOUT SCOTLAND 





erpooi 3 
ork AFFILIATED TO MIDLAND BANK LTD. WITH OVER 2 BRANCHES 

















( vill ) 


BANQUE BELGE POUR L’ETRANGER 
(OVERSEAS) LTD. | 


Affiliated to the Banque de la Société Générale de Belgique 





CAPITAL £2,000,000 


entirely subscribed 





nar 


LONDON NEW YORK 
4, Bishopsgate, 67, Wall Street and 
EC 2 422, Madison Avenue 


BOARD OF DIRECTORS 
A. DONNAY (Chairman and Managing Director), 
Sir THOMAS J. STRANGMAN, K.C. (Deputy Chairman), 
P. RAMLOT, F. HAEGLER, P. BONVOISIN, F. PUISSANT BAEYENS. 


Chief Manager: M. SMITS 
Manager: E. VAN HOOF Se 


British and Foreign Banking Business of everv Description transacted. 


FOREIGN EXCHANGE ‘TRANSACTIONS - COMMERCIAL CREDITS 
COLLECTION OF CLEAN AND DOCUMENTARY DRAFTS, ETC. 


Correspondents throughout the World. 
AGENTS IN THE UNITED KINGDOM FOR THE BELGIAN POSTAL CHEQUE SERVICE 





BRITISH AND FRENCH BANK 


(FOR COMMERCE AND INDUSTRY) 
LIMITED 


Capital : £1,000,000. Subscribed and Paid : £750,000. 


85, GRACECHURCH STREET, LONDON, E.C.3 


Telephone : MANSION HOUSE 2643 


Affiliated to ( 
BANQUE NATIONALE pour le COMMERCE et I INDUSTRIE, I 
BANQUE NATIONALE pour le COMMERCE et TI INDUSTRIE (AFRIQUE), 
CREDIT FONCIER de MADAGASCAR. 


THE BANK THROUGH ITS AFFILIATED INSTITUTIONS OFFERS BANKING FACILITIES 
THROUGHOUT METROPOLITAN FRANCE, IN FRENCH WEST AND EQUATORIAL 
AFRICA, THE FRENCH WEST INDIES, FRENCH INDO-CHINA, ALGERIA, TUNISIA, 
MOROCCO, TANGIER, SYRIA, THE LEBANON, MADAGASCAR AND REUNION 


» 
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CREDIT LYONNAIS 


Limited Liability Company Incorporated in France) 


orice: 40, LOMBARD STREET, E.C.3 


WEST END BRANCH: 


25/27, CHARLES II STREET, HAYMARKET, S.W.| 


Private safes for rental at this office. 


Central Office : PARIS 
Head Office : LYONS 
















Every class of Banking Business throughout the world 











Securities received for Safe Custody, Coupons collected, Deposit and Current 
Accounts opened, and every kind of Banking Business conducted. 














Subsidiary in Brazil : 
Banco Frances E Brasileiro $.A., Sao Paulo 








Subsidiary in Portugal : 
Crédit Franco— Portugais, Lisbon and Oporto 








K COMPTOIR NATIONAL 
D’ESCOMPTE DE PARIS 


Established in 1889 


Limited Company Incorporated in France 


3 Head Office 
14 RUE BERGERE, PARIS 
Capital (fully paid) . . Frs. 400,000,000 
RIE, Reserves ‘ ' ; , . Frs. 462,483,644 


ALL BANKING TRANSACTIONS. Deposit Accounts opened. Docu- 
mentary and clean credits. Collections, Discounts and Foreign Exchange. 
Purchase and Sale of Securities. Collection of coupons and drawn Bonds. 


ATIES 

RIAL Safe deposits. 

IISIA, 

ON 8/13 KING WILLIAM STREET, LONDON 
Affiliated Bank, French American Banking Corpn., New York 














THE STANDARD BANK 
OF SOUTH AFRICA 


LIMITED 


Bankers to the Imperial Government in South Africa; and to the Govern- 
ments of Southern Rhodesia, Northern Rhodesia, Nyasaland and Tanganyika 


Capital Authorized and Subscribed ‘ .  £10,000,000 
Capital Paid Up ; ‘ ‘ . ; ‘ £2,500,000 
Reserve Fund . ‘ , ‘ ; , . £5,000,000 
10 CLEMENTS LANE, LOMBARD STREET 
& 77 KING WILLIAM STREET, LONDON, E.C.4 
LONDON WALL Branch, 63 London Wall, E.C.2 
WEST-END Branch, 9 Northumberland Avenue, W.C.2 
NEW YORK AGENCY, 67 Wall Street 
Over 400 Branches, Sub-Branches and Agencies in SOUTH, EAST and CENTRAL AFRICA 
Banking Business of every description transacted 


at all Branches and Agencies 
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Yes, exports destined for Australia 
and New Zealand can ‘boomerang’ ce 
if their price or quality is unsuited 
to the market. For although these 
Dominions are still eager for 
British goods and services, their 
buyers are becoming increasingly 
selective. 

Exporters planning to sell to Aus- 
tralia and New Zealand are invited 
to consult the Overseas Depart- 
ment of The Bank of Australasia— 
where they will find up-to-date 
information from the  Bank’s 
branches *‘ down under’ on local 
markets and conditions. 


THE BANK OF AUSTRALASIA ireorporated oy royat Charter 1835 


Head Office: 4 Threadneedle Street, London E.C.2. (Manager: G. C. Cowan) 
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Those who wish to invest in a 
young and growing country, 
whether by active participation 
in establishing industries there 
or by purchase of securities, 
may obtain a free copy of this 


booklet from their bankers or 





direct from :— 


BANK OF NEW SOUTH WALES 


CA (‘Incorporated in New South Wales with limited liability) 


LONDON OFFICES: 29 Threadneedle Street, E.C.2, and 47 Berkeley Square, W.! 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 





| 


GB4805B 









‘| EXPORTS to =" \— 


“« AUSTRALIA 
merang’ : 


unsuited 
gh these 


yer for ——_— 

their The despatch of British goods to Australian markets can UV — 

onsiaae be developed materially by the services available from — 
P this Bank. Up-to-date information on Australian trade 

requirements, collected from over 500 branches and 

to Aus- agencies throughout Australia and other reliable sources 

e invited is available to British Manufacturers and Merchants. 

Depart- a ; 

satesia< Address enquiries to the Information Department of :— 


p-to-date THE NATIONAL BANK 
Beaks OF AUSTRALASIA LIMITED 


cal 
on loc 7, Lothbury, London, E.C.2 


Incorporated in Victoria Other London Offices at Established 1858 
Australia House, Strand, London, W.C.2 and 8, Princes Street, London, E.C.2. 





harter 1835 














Enz | 
MILLIONS | 946 


NEW Z 




















She NATIONAL BANK 
»” NEW ZEALAND 


Limited 


provides every banking facility for financing the 
increasing trade of the Dominion. Enquiries invited. 
‘ oanun sane - Chief Office in New Zealand : 
MOO ’ , E.C.2 
Telephone : MONarch 8311 WELLING TOS 


Manager: G. L. DAVIES General Manager: H. W. WHYTE 








NATIONAL BANK OF EGYPT / 


(Incorporated in Egypt. Liability of Members is Limited.) 


HEAD OFFICE: CAIRO 


Commercial Register No. 1 Cairo 


FULLY PAID CAPITAL - - £3,000,000 
RESERVE FUND - - - £3,000,000 


London Office : 
6 and 7 KING WILLIAM STREET, E.C.4 


Branches in all the Principal Towns in 


EGTFs ont te SUDAN 


THE ENGLISH, SCOTTISH & AUSTRALIAN 


LIMITED. 


HEAD ofFiIcE—5 Gracechurch Street, London, E.C.3 
and many Branches and Agencies throughout Australia 


SUBSCRIBED C — oe oe eo ee .. £5,000,000 
PAID-UP CAPIT .. £3,000,000 
FURTHER L TABILI- TY OF PROPRIETORS .. £2,000,000 
RESERVE FUND te £1,815,000 


With its widespread connections, this Bank ee every - facility for the conduct of all 
classes of Banking and Exchange business with Australia. 


J. A. CLEZY, London Manager and Secredary. 








( xiii ) 


The Imperial Bank of Iran 
51 Gracechurch Street, London, E.C.3 


IRAN (Persia) exports petroleum, grains, dried fruits and nuts, tragacanth, carpets, 
fur skins, hides, opium, wool, sheep’s casings, raw silk, saffron, and other such 
products. Imports to Iran are textiles, sugar and tea, drugs and chemicals, 
machinery, motor-cars and trucks, haberdashery, hardware and manufactured goods 
of all kinds. The currency is the rial, and the official rate of exchange (December, 1948) 
has been fixed since May, 1942, at 128 and 130 rials to the pound sterling. 


The Imperial Bank of Iran is the British Bank with sixty years’ experience in the 
country and it has branches in all the principal towns and ports. 





The Imperial Bank of Iran is also established in Baghdad and Basra, the chief 
towns of Iraq, where exports are mainly cereals, dates, cotton and wool, and imports 
much the same as for Iran. The Iraq currency is the dinar, equal to £1 sterling. 


The Imperial Bank of Iran also has branches at Kuwait, Bahrain, Dubai and Muscat 
in the Persian Gulf. These ports are centres of trade with India, Eastern Arabia, Iraq 
and Iran. Their currency is the rupee. 


The Bank is also established at Beirut and Tripoli in the Lebanon, and Damascus 
in Syria, with the privilege as a “ Banque Agrée” of operating in foreign exchange 
under the Government Control Office in those places. 











ASK YOUR OWN LOCAL BANK FOR 


NATIONAL CITY BANK 
DOLLAR TRAVELERS’ CHECKS 


EASY TO CASH SAFE AGAINST LOSS 
ISSUED BY 
THE NATIONAL CITY BANK OF NEW YORK 
LONDON OFFICES: 117 OLD BROAD STREET, E.C.2: 11 WATERLOO PLACE, S.W.1 





1X |! STOCKHOLMS ENSKILDA BANK 
AKTIEBOLAG 


Established 1856 


Telegraphic Address: Head Office : 
NITTON-STOCKHOLM STOCKHOLM 16 








i In these days of labour shortage, spare your 
typist unnecessary document-copying work 
and release her for other jobs, by calling in 
* Photostat ’. 

*Photostat’ copying is simple and is carried out 
under normal office conditions. It’s speedy too — 50 

‘ to 60 copies can be made per hour. Copying is done by photo- 

graphy, so there's no possibility of mistakes being made. 





For full details, write :— 


if the volume of your copying-work P OTOSTAT LIM ITE D 


does not warrant the installation of 
apparatus, our document-copying ser- 
vice will do the job for you, promptly, 
economically and in strict confidence. Phone: MANsion House 8226 


DEPARTMENT 16, ADELAIDE HOUSE, LONDON BRIDGE, LONDON €E.C.4 





THE 


UNITED COMMERCIAL BANK 


LIMITED 


(Incorporated in India. Liability of Members is limited) 


Head Office : 
2 ROYAL EXCHANGE PLACE, CALCUTTA 


* 
G. D. BIRLA, Esq., Chairman 


AUTHORISED CAPITAL Rs. 80,000,000 
SUBSCRIBED CAPITAL Rs. 40,000,000 
PAID-UP CAPITAL Rs. 20,000,000 
RESERVE FUND 


With over 60 Branches at the leading centres of Industry and Commerce in India, Pakistan 
and Burma, The United Commercia! Bank is well equipped to serve Banks, Commercial 
Institutions and individuals carrying on business with India or intending to open connections 


with that country. B. T. THAKUR, General Manager. 





re. your 
- work 
ling in 


ried out 


50 — 50 
/ photo- 


‘ED 


DON E.C.4 
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BANK OF LONDON 


SOUTH AMERICA 


LIMITED 












Affords a complete international banking service through 
its branches in 


ARGENTINA, BRAZIL, CHILE, COLOMBIA, ECUADOR, 
GUATEMALA, NICARAGUA, PARAGUAY, PERU, 
EL SALVADOR, URUGUAY, VENEZUELA, FRANCE, 
SPAIN, PORTUGAL. 








Head Office : 
6, 7 and 8, TOKENHOUSE YARD, LONDON, E.C.2. 


Agencies in New York, Bradford, Manchester. 


a : — 














CANADA 


This bank will gladly assist you in 
gathering reliable information, and will 
provide all banking facilities for the 
transaction of business in Canada 


Agents in England : 


LLOYDS BANK LIMITED 


IMPERIAL BANK 
of Canada 


Head Office “ - - Toronto, Canada 
BRANCHES AND AGENTS THROUGHOUT CANADA 
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Banking Service 
in CANADA and NEWFOUNDLAND 


"[ HE BANK OF MONTREAL offers unsurpassed 

banking facilities in connection with commercial and 
financial transactions in Canada and Newfoundland. Over 
500 Branches cover every province; and in New York, 
Chicago and San Francisco. 


Enquiries will be welcomed at the London Offices. 


BANK OF MONTREAL 


(Incorporated in Canada in 1817 with Limited Liability). 


Financial Agents of the Government of the Dominion of Canada in London. 
LONDON OFFICES: 47, Threadneedle Street, E.C.2. \. D. Harper, Manager. 
9, Waterloo Place, Pall Mall, $.W.1. I. E. Roperts, Manager. 


ig 


THE CANADIAN BANK OF COMMERCE 


(Incorporated in Canada in | 867 with Limited Liability) 








Your Canadian Interests can 
be well served by this Bank 


Enquiries cordially invited 


LONDON, England: 
2LOMBARD ST., E.C.3 


Head Office: 
TORONTO, CANADA 
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THE 
ROYAL BANK OF CANADA 


Incorporated in Canada in 1869 with Limited Liability 


Over 700 Branches in Canada, 
the West Indies, and Central 
and South America 
ASSETS EXCEED $2,100,000,000 


LONDON: 


Main London Branch : 6, Lothbury, E.C.2 ££. B. McInerney, Manager 
West End Branch : 2-4, Cockspur St.,S.W.1 L. R. Newman, Manager 


HEAD OFFICE: MONTREAL 


Agency in New York 





OUR 94th YEAR in CANADA 


The Bank of Toronto had been in successful operation for some 
years at the time the Dominion of Canada became a fact. So, 
actually, we have grown up with this country. 

Our cumulative experience is available to your clients in furthering 
export-import relations with firms in Canada. And we can be of 
very considerable assistance where there is a desire to establish 
plants, branches or agencies here. 


We invite correspondence 


™BANK“TORONTO 


Incorporated 1855 


HEAD OFFICE ° TORONTO, CANADA 


Branches Across the Dominion 
CORRESPONDENTS THROUGHOUT THE WORLD 
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INf ORE 
) — 


IMIBRCAN TIS 
INSURANCE CO. bP D. 


Security & Sewice 


61, THREADNEEDLE STREET, LONDON, E.C.2 
64, PRINCES STREET, EDINBURGH, 












SECURITY ! 
Life has a sense of 
firm foundation to & 
those who. have 
SAFEGUARDED 


the future. 


AAKTYAOTPA®H2 IN 


) >? The Greeks have a word for 


‘TYPEWRITING.” So have 
he Portuguese, the Burmese 


and the Cingalese. And 

















i 


wherever these languages— 


nd many others—are used 


PROTECT 
Your dependents and 

g@ PROVIDE 
for retirement by a 
REFUGE POLICY 
Assets - - - £102,000,000 
Claims Paid - £189,000,000 


(1947 ACCOUNTS) 


REFUGE 


ASSURANCE COMPANY Ltd. | 


: 
OXFORD STREET, MANCHESTER, 1. | 


commercially, there is a 


great demand for Imperial 


/ \ { Typewriters. No wonder 
V Ss we cannot supply as many 
\ \\ machines for the home 


2 market as we would like 
Imperial 


The Worlds most versatile 


Typewriter 


















a 


PROTECTION - PENSION - INVESTMENT 


For a cost of less than 10'- a week, a man aged 30 may : 










Make certain that his family will receive £1,000 should he die 
before the age of 65 


Receive £1,000 when he reaches the age of 65 (or an annual pension 
for life of £94 6s. 8d. instead of the £1,000) 


Obtain a substantial relief from Income Tax on his premium 


Special terms are available to members of bank staffs 


WRITE FOR PARTICULARS APPLICABLE TO YOUR OWN AGE TO:— 


THE STANDARD LIFE 
ASSURANCE COMPANY 


(Established 1825) 
HEAD OFFICE - - - - 3 George Street, EDINBURGH 


LONDON OFFICES - 3 Abchurch Yard, Cannon Street, €.C.4; 
15a Pall Mall, S.W.1 


AND BRANCHES THROUGHOUT THE UNITED KINGDOM 


BANCO DE CREDITO 















i. < 








Roop 
* DEL PERU . 
CAPITAL S/.22,000,000.00 THE EXCHANGE BANK OF 
RESERVES S’.41,207,828.47 INDIA AND AFRICA LTD. 
s and HEAD OFFICE : LIMA Head Office : 
TEN CITY BRANCHES FORT. BOMBAY 
THIRTY-NINE PROVINCIAL BRANCHES 
by a 
A : «isin Branches in India, Pakistan, United Kingdom, 
JICY British East Africa, Middle East and Ceylon ; 
° and Agents and Correspondents throughout 
_— Entrust us with the Wael 
YOUR COLLECTIONS 
10,000 FOREIGN EXCHANGE BUSINESS OF 
ON PERU | EVERY DESCRIPTION HANDLED 
- a Full particulars from London Branch 
J 163 MOORGATE, LONDON, E.C.2 
PERU'S OLDEST NATIONAL COMMERCIAL BANK 2 : ' 
Y Ltd. or any Indian or Foreign Branch 


ESTABLISHED IN 1889 





sTER, 1. 














British Mutual 
Bank Limited 


LUDGATE CIRCUS 
LONDON 
o.4 4 


qT) 

THE RT. HON 

K.B.E., D.I 

THOMAS J 
J. W. BORRAJO, M.B.E., A.I.A 

G. DAVIDSON, C.B.E 

DEWEY 


LORD BROUGHSHANE 
Cha 





rman 


BOND 


SIR NIGEI 
ERNEST 
LEONARD 
HIS GRACE THE 
;ORDON 


DUKE 


OF RICHMOND AND 


General Manage 
CECIL R. ¢ MARLOW 








THE 
EASTERN 
BANK LTD 





Subscribed Capital £2,000,000 
Paid-up Capital £1,000,000 
Reserve Fund £900,000 


Merchants and Manufacturers interested 
in trade with 


PAKISTAN, CEYLON, 
SINGAPORE and MALAYA 


are invited to address enquiries to the 


London Manager 


2 & 3 CROSBY SQUARE 


BISHOPSGATE, 


. N« 
E.¢ 
4eLiee 





IRAQ, PERSIAN GULF, INDIA, | 
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UNITED DOMINIONS 
TRUST LIMITED 


Commercial Bankers 


provide long-term credit 


to enable manufacturers, 


merchants, traders and 
contractors to extend and 


develop their business. 


Regis House, 
King William Street. 
LONDON, E.C.4. 


Telephone: MANsion House 8744 
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Turkey with 
FOUNDED 1863 


Limited Liability) 
CAPITAL - £10,000,000 
PAID-UP - £5,000,000 
RESERVE - £1,250,000 


The Bank transacts every 
description of English and 
Foreign Banking Business. 


BRANCHES throughout TURKEY and the 


NEAR EAST, including EGYPT, IRAQ, 
CYPRUS, PALESTINE and TRANSJORDAN. 
Affiliated Institution in Syria and 
Lebanon: BANQUE DE SYRIE ET DU 
LIBAN. 

LONDON 20/22, Abchurch Lane, €E.C.4 
MANCHESTER 56/60, Cross Street 
PARIS 7, Rue Meyerbeer 
MARSEILLES 38, Rue St. Ferreol 
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Fluctuations in Income 


and Employment 


By Thomas Wilson, Ph.D.(Lond.). A detailed 
analysis of the theory of the Trade Cycle. 
Third edition. 20/- net 
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ASSETS EXCEED £142,000,000 
RESERVES EXCEED £7,000,000 


HALIFAX BUILDING SOCIETY 


THE LARGEST IN THE WORLD 


General Manager — F. E. WARBRECK HOWELL. LL.D. Head Office - HALIFAX london —- HALIFAX HOUSE, STRAND. W.C2 BH i 
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TURKIYE IS BANKASI 


ESTABLISHED 1924 


CAPITAL 
RESERVES” - - £T.16,220,000 


Provisions . . £T.17,364,920 


6! Branches throughout Turkey. Foreign Branch : Alexandria 
Correspondents throughout the World. 


COMPLETE BANKING SERVICE. 
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FOR COLLECTION OF DRAFTS IN ECUADOR 
USE 


BANCO DE DESCUENTO 


ESTABLISHED 1920. P.O. BOX No. 414 
GUAYAQUIL, ECUADOR, SOUTH AMERICA 
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“DUNFERMLINE 
BUILDING 
SOCIETY 


Estp. 1869 


PRESIDENT: Tue Rr. Hon. Tue Eart or Etcin ano Kincarpine, K.T., C.M.G. 





The Society is now prepared to receive Share 
Investments, up to a maximum of £5,000, 
and will allow interest thereon at 


Per 2 1 % annum 
INCOME TAX PAID BY SOCIETY 
Prospectus on Request 


HEAD OFFICE: ~- ~- EAST PORT, DUNFERMLINE, FIFE 
Manacer: - ROBERT STODDART, M.A., LL.B., C.A. 
ASSETS : £4,000,000 RESERVES : £115,000 





BOWMAKER LIMITED 


For Export and all other Types of Credit 


OUR FACILITIES SUPPLEMENT THOSE of the JOINT STOCK BANKS 


BOURNEMOUTH: LONDON : 
BOWMAKER HOUSE, LANSDOWNE. 61 ST. JAMES’S STREET, S.W.1. 
Tel: Bournemouth 7070. Tel: REGent 1481. 
AND BRANCHES. 





TO BANK MANAGERS 


Please consult us—we have been established since 
1772 — regarding your customers’ JEWELLERY & 
SILVER. We will gladly advise you free of charge. 


SPINK & SON. LTD. 


By Appointment i 
senna te 5,6 and 7 King Street, Tel.: WHtehall 5275 
4 lines 


H.M. The King St. James’s, LONDON, S.W.1 
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Although built to last. Roneo Steel Partitioning sub- 
scribes to the idea of a changing world, in which to- 
morrow s layout of an office floor space may need to be 


altered again the next day — or next month. j 
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Standard units of Roneo Steel Partitioning can be 

taken apart and reassembled with the same ease and 
simplicity as when they were first put together. No LIF 
wastage. No deterioration. No trouble. SIC 
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THE 


UNITED 


INSURANCE COMPANY, 
LTD. 





LIFE, FIRE, BURGLARY, 
SICKNESS, PLATE GLASS, 
DRIVERS’ RISKS, HOUSE 
PURCHASE, ENDOW- 
MENTS, Etc., Etc. 


R. C. BALDING, 


Managing Director. 


42 Southwark Bridge Road, 
London. 
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YOUR 


LIGHTING 
PROBLEM 


is to reduce electricity 
consumption and still 
maintain your standard 


of lighting 
CURRENT LIGHT 
NOW USED GIVEN 
I sasietateinnanieterntadttiihceseteiasttiaassnndeialiadesenisiaessieaetianesensesiaaieadiaeanuaiaiaall 


SOLVED 


by OSRAM Fluorescent 
lighting which requires 
less than half the current 
used by ordinary lamps 


Hl LIGHT 
MAINTAINED 


vis Osram 


i FLUORESCENT LIGHTING 








CURRENT 
SAVED 











ND £6C FITTIN 
| mc a Iluminating En peers will advise and assist. 
ECTRIC CO. LTD., AGNET HOUSE KINGSWAY, LONDON W.C.2, 
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This illustration shows the interior con- 
struction and bolt operation of one of our 


BANKERS’* DOORS. It is a fine example 
of the high-grade quality and craftsmanship 


which has distinguished all our products for 
over a century 


Milners—The safest Safe cavestiorent/ 


MILNERS SAFE COMPANY LTD. 


Security Engineers and Contractors 


HEAD OFFICE: 58, HOLBORN VIADUCT, LONDON, E.C.I. 


Telephone: CENtra! 004! S. Telegrams: Holdfast, Cent, London. 


Factories: Phoenix Works, Speke, Liverpool Telephone: Hunts Cross 1281/6. 
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A sheet of paper begins to grow 


A spruce seedling has taken root 
—one of millions in the forests of 
Newfoundland, Norway and Sweden 
that will become fine trees and 

one day give their logs to form 
pulpwood for Bowaters. Wood fibre 
has come to rank among mankind’s 
most useful raw materials—the chief 
raw material of an industry second 
only to agriculture in importance. 
Ingeniously refashioned, it makes 
paper—it becomes board—virtually 
becomes wood again without 

wood’s failings. It helps to build 
houses, factories and ships. 


It was because Bowaters foresaw 

that a vast and versatile industry 

must grow upon the potentialities 

of wood fibre that the Bowater 
Organisation was conceived and 
formed. By the control of lands and 
forests, by experiment and research 

on a vast scale, by the building and 
installation of giant mills and machines, 
by incorporating leading firms in many 
branches of this vital industry, the 
Bowater Paper Corporation has 
equipped itself for the task of 
supplying paper and board on the 
scale of tomorrow’s needs. 


Isscd by THE BOWATER PAPER CORPORATION LIMITED London 


GREAT BRITAIN 


U.S.A NORWAY 





NEWFOUNDLAND 


AUSTRALIA SOUTH AFRICA 


SWEDEN 




















BURNLEY 


BUILDING SOCIETY 
ASSETS EXCEED £23,000,000 


The Society, founded in 1850, is Lancashire’s Leading 
Society, and is the seventh largest in the country. The 
present high position in the movement is in no small 
measure due to the sound policy pursued by the Board 
of Directors, under the Chairmanship of Sir John H. 
Grey, J.P., and to the fairness in the conduct of the 
business, which has—for almost a century—been a 
feature of the Society’s systems. 

There are many distinctive advantages with the 
Burnley Simplified Plan of House Purchase. Out- 
standing is the method of calculating Interest on 
monthly balances—not annually—which shows con- 
siderable saving on the period of the loan. 


Head Office: GRIMSHAW STREET, BURNLEY. Telephone 2135 (5 lines 
London Office: 102-3 HIGH HOLBORN, W.C.1. Holborn 9851 (4 lines 








= $90. SS 
; Ww 
~~ a~ 
ASSURANCE CO. LTD. 
HEAD OFFICE: BARTHOLOMEW LANE, LONDON, EC. 


Established 1824 


INSURANCES OF ALL KINDS 
FIRE - MARINE - BURGLARY and THEFT 
Accidents of all kinds - - - . Motor Vehicles 
LIFE (with and without profits) : - Estate Duty Policies 
Family Protection - - Children’s Deferred Assurances 
and Educational Endowments - - - - - Annuities 


Special terms granted to Bank Officials in respect 
of Assurances on their own lives. 


The Company undertakes the duties of Executor and Trustee. 
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THE BANKER LIMITED 


Editorial and Advertisement Offices : 
66 CHEAPSIDE, LONDON, E.C.2 


Publishing Office : 
72 COLEMAN STREET, 
LONDON, E.C.2. 


Telephone : Monarch 8833 
Telegrams : Bankroy, Ave, London 
Cables : Bankroy, London 


THE SUBSCRIPTION RATES POST 
FREE TO ANY PART OF THE 
WORLD ARE :— 

TWELVE MONTHS.... £1 5 © 
Ot MONTHS........ 12 6 


THE EDITOR WILL BE GLAD 
TO RECEIVE MS. ARIICLES, 
THOUGH EVERY CARE WILL BE 
TAKEN, HE CANNOT HOLD 
HIMSELF RESPONSIBLE FOR 
ARTICLES SENT HIM 


* 


THE BANKER is published on 
the First Day of the month 
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EXECUTORS and TRUSTEES 
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Booklet on application to: 
Head Office: 63 Threadneedle Street, E.C.2 


Branches in all important Towns. 
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Who has authority 


to lose money 


in your organisation? 











It is possible that someone who thinks 
he’s saving money for you may actually 
be Josing it for you. 

Someone, for example, who fails to see 
that modern machines and methods are 
just as important — and just as profitable 

in offices as they are in factories. 

Someone who doesn’t realize that obsolete 
equipment and procedures are at the 
bottom of excessive overtime costs, de- 
layed reports and statistics, and rising 
office expenses in general. Someone who 


WHEREVER 


THERE S BUSINESS THERE'S Burroughs 


FACTORY 





thinks ‘temporary’ help is a permanent 
solution to your problems. 

Now’s the time to recognize that you can 
make important and lasting reductions in 
figuring and accounting costs only by 
bringing your office up to date in mechan- 
ized efficiency. 

Your Burroughs representative is at your 
service. "Phone him to-day. Burroughs 
Adding Machine Limited, Avon House, 
356-366 Oxford Street, London W1, and 
principal cities. 
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MR. MATTHEW WATT DRYSDALE 
(Chairman of Lloyd’s for the year 1949) 
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A. C. ASHFORTH T. WILDING 


Manager {ssistant to the President 


General 


At the annual meeting of The Directors of the Dominion Bank Mr. C. 


H. Carlisle, 


formerly President, was elected Chairman of the Board. Mr. Robert Rae, Vice- 


President and General Manager, was elected President. Mr. A. C. 
appointed General Manager. 





Mr. T. Wilding was appointed Assistant to the President. 


Ashforth was 
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A Banker's Diary 


In a few weeks the City may be expected to begin its annual game of guessing 
the budget surplus, a game in which the right answer is always a matter of 
dispute, because different players work to different rules—and 

Reforming the Treasury nowadays can never explain clearly what its own 
the rules are. Happily, there is now a possibility that in the fairly 

Budget near future the whole system of Government accounting will 

Accounts be overhauled. In his first Budget, it will be recalled, Sir 

Stafford Cripps not only admitted the importance of this 
question, but also put forward an “ alternative classification ’’ of the previous 
year's figures, with the object of stimulating discussion. Since then a great 
deal of thought has been given to the matter in various circles. It has recently 
been disclosed that a Treasury Committee, under an independent chairman 
and including prominent “ outside” authorities as well as Government 
experts, is examining the problem. Nothing has yet been revealed of the 
deliberations of this body, but a focal point for public discussion was provided 
last month by the publication of an essay by Mr. J. R. Hicks, who has set out 
within the compass of less than a hundred pages a carefully reasoned and quite 
detailed scheme for the remodelling of the public accounts.* Given the fact 
hat the Government is in the mood to contemplate change, it will be surprising 
if these proposals do not make a strong impression upon it ; for Mr. Hicks 
has not sought theoretical perfection, as some other commentators have done, 
but has kept constantly in mind the practical needs of the administrative 
machine. 

Only the bare outlines of his plan can be indicated here. He shows how 
modern trends—the development of governmental trading; the exclusion of 
various public enterprises (notably the nationalized industries) from the central 
budget ; the growth of departmental balances (the spending of which can 
cause true expenditure to diverge from expenditure shown in the Exchequer 
return) ; and special transactions arising from the war—have reduced the 
traditional system to a “ state of ruin”. He proposes that this system should 
be tightened up and then applied only within the sphere in which it can still 
work. effectively—that is, to those departments of government which still 
function only as “ administrative ’’ departments. For trading departments 
and others with analogous functions Mr. Hicks recommends a new accounting 
system modelled on commercial practice, and therefore operated on an 
“accruals ’’’ basis (as distinct from the cash receipts-and-payments basis of 
the present Exchequer accounts) and distinguishing clearly between capital 
and revenue transactions. The “ capital ” of these departments would normally 
comprise advances from the Exchequer, which would in effect act towards 
them as a banker. The revenue account of the Exchequer would then reflect 
(I) receipts and payments of administrative departments, (2) interest from 
trading departments. To translate the resultant “‘ Exchequer ”’ surplus (or 
deficit) into the complete Budget surplus (or deficit), it would be necessary to 
bring in the aggregated profit (or loss) of trading departments. This Budget 
surplus would then reflect the true change in the net liabilities of the 








* The Problem of Budgetary Reform (Oxford University Press, price 5s.) 
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Government—i.e. in the national debt plus the liabilities of trading depart- 
ments minus Government assets (e.g. stocks in trading departments). 

Full appraisal of this scheme must be deferred; it has been outlined 
roughly now because it deserves to be brought to public notice as soon as 
possible. Those who read Mr. Hicks’s book (as all interested in the problem 
certainly should do) may care to compare his plan with a shorter and more 
formal memorandum by Mr. Richard Stone and Mr. Sewell Bray. This memo- 
randum forms an appropriate opening article in the most promising first issue 
of the journal Accounting Research, which has just been launched by the 
Incorporated Accountants’ Research Committee to promote exploration of 
the ill-defined but vital territory which lies at the boundary-lines of accounting 
and economics. The problems of Government accounting, with their intimate 
bearing upon modern economic policy and upon studies of national income, 
well illustrate the need for such a venture as this. 


THE Chancellor of the Exchequer confirmed last month that the National 
Investment Council set up by his predecessor had become redundant ; and 
that he had written to each of its members “ suggesting ”’ that 
Investment it should be discontinued. Thus ends another Daltonian 
Council experiment. The pity is that this one could have been of real 
Dissolved value. The N.I.C. was set up in 1946 at the time of the 
launching of the Borrowing (Control and Guarantees) Act, to 
provide, in Dr. Dalton’s words, “a high power body of collective wisdom ’ 
which was to advise the Government on all major issues affecting the invest- 
ment programme. Nor was its scope to be limited to questions of practice ; 
Dr. Dalton affirmed that he would not take any important decision on any 
large question of principle without first consulting the new body. If these 
assurances had been fulfilled, the project might indeed have become the 
valuable ‘“‘ experiment in consultation ’’ which he represented it to be. To the 
City, this prospectus looked from the first to be too good to be true, for the 
Council embraced all the leading authorities in investment as well as other 
prominent City men—among them, the Governor of the Bank, the Chairman 
of the Stock Exchange, the Chairman of the Capital Issues Committee, Sir 
Clive Ballieu and Sir Clarence Sadd. Even granted that some of the other 
members had evident political allegiances to the Government, a body of this 
character, had it been used in the manner Dr. Dalton had promised, could not 
have failed to bring practical views forcibly to his attention. 

In fact, the machinery was scarcely used. The N.I.C. first met soon after 
the Borrowing Act became law, and considered, among other matters, the 
vexed question of the bonus element in the price of new issues. The outcome 
was the adoption of a less austere policy by the Capital Issues Committee ; but 
this necessary relaxation, being presumably unpalatable to Dr. Dalton, was 
followed in the next budget by the foolish and vindictive tax on bonus issues. 
After this, little more was heard of the N.I.C.; it last met in October, 1947. 
It is not surprising, therefore, that Sir Stafford Cripps found it unnecessary. 
He explained last month that the scrutiny and control of the investment 
programme is now ensured by other means, including the new mechanism of 
the Planning Board. Investment planning of the present kind is perhaps 
inevitably mainly in the hands of the Civil Service. But if this means, as Sir 
Stafford obviously believes, that a body such as the N.I.C. could not usefully 
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be admitted to any share in policy-making on the physical aspects of the 
programme, it emphatically does not mean that there is no need for the 
valuable guidance it could give on the financial aspects. Instead of winding up 
the project altogether, Sir Stafford would have done better to have floated it 
afresh with a more realistic prospectus. 


AmonG the victories recorded in the fight for establishing orderly cross-rates 
for sterling exchange in foreign countries a high place must be given to that 
reflected in the financial agreement recently signed with Italy. 
Italy The main feature of this agreement is the undertaking by the 
and the —_[talian Government to apply the official sterling-dollar parity 
Cross-Rate to the cross-rate that results from commercial quotations for 
sterling and dollars in the Italian market. The manner of 
calculating the commercial dollar rate remains unchanged. Exporters have 
to sell one-half of their dollar exchange proceeds at the free rate and one-half 
at a rate determined by the average of the free rate during the preceding 
month. As regards sterling transactions, free market dealings ceased to operate 
as from November 27 last. From that day the Italian Exchange Institute 
became the sole dealer in sterling. Sterling proceeds of Italian exports have 
since then been converted into lire in exactly the same way as dollar proceeds, 
each 50 per cent. part of the transaction being calculated at the parity of 4.03 
dollars to the pound. In the case of sales of sterling to Italian importers, the 
Institute has taken as its basis of calculation the previous day’s free market 
buying rate for dollars ; this rate is then multiplied by 4.03. 

The undertaking by Italy to abide by the official cross-rates in sterling 
exchange transactions has caused some criticism in that country. The prices 
of goods entering Italy from sterling countries have been increased, since the 
sterling rate—which was around 2,000 lire previously—has, since November 27, 
ranged around 2,300 lire. In addition, the disappearance of the depreciated 
cross-rate for sterling has put an end to some highly profitable arbitraging of 
commodities by Italian merchants. The new arrangements, however, bring 
Italy some considerable benefits. The first is that since December 6 Italy has 
become a member of the transferable account group of countries. This member- 
ship involves two-way obligations, namely, to receive sterling from other 
members, as well as the ability to make payments in sterling to them. In the 
prevailing circumstances, however, it can be assumed that the entry of Italy 
into this select group is of considerable advantage to that country. Nor must 
it be forgotten that under the intra-European payments scheme Italy was 
granted a contribution of £6 millions by Britain and was, in addition, given 
permission to draw down accumulated sterling balances by {11 millions. 
These considerable concessions cannot be divorced from the readiness subse- 
quently shown by Italy to banish the system of disorderly cross-rates which 
had proved injurious to British trading interests. Italy has also been promised 
a considerable expansion in its trade with sterling countries next year. All 
things considered, therefore, the agreement reached in Rome possesses the 
appropriate virtues of reciprocity. 

It should be added that it was found impossible to bring the Vatican City 
within the scope of the new arrangements. Since December 6, therefore, the 
treatment of Vatican City sterling accounts has been dissociated from that of 
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transferable Italian accounts and the Vatican City has since that date been 
treated on a strictly bilateral basis in its sterling dealings. 


MUCH surprise was caused last month by the sudden resignation of Mr. [var 
Rooth as Governor of the Swedish Riksbank, after nearly twenty years in 
office. But to those familiar with the recent course of Sweden's 

Riksbank monetary policy, the surprise arises less from the fact than 

Governor from the timing of his departure. Ever since the war ended, 

Throws in Sweden, like almost every other country in Europe, has had 
His Hand to contend with the mounting pressure of inflation and, in the 
last two years, with dwindling exchange reserves. Her Socialist 

Government, hag-ridden like other Socialist Governments by the memory of 
unemployment in the ’thirties, has not had the courage to initiate disinfla- 
tionary policies that might involve some reduction in the abnormally high 
level of employment. Instead, doctrinaire socialism which has found its 
embodiment in the strong man of the Swedish cabinet, Mr. Wigforss, the 
Minister of Finance, has insisted on the maintenance of cheap money to 
facilitate an over-ambitious investment programme, even though this necessi- 
tated central bank support of the Government bond market on a massive scale. 

It has been an open secret for some time that Mr. Rooth was opposed to 
these policies, but he evidently felt better able to exercise a restraining influence 
while he remained as Governor of the Riksbank. However, a combination of 
events within the past few weeks created conditions which he apparently 
found intolerable. Thus, on November 11, despite the obvious danger of 
enforcing still lower interest rates by open market policy, the Riksbank 
directorate, on which the Social Democrats have a majority, passed a resolution 
in favour of raising the peg for Government bonds ; as yet, this decision has 
not been implemented. Next, Mr. Dag Hammarskjéld, the President of the 
Riksbank directorate and reputedly the Government’s chief financial adviser 
(he was largely responsible for the decision to raise the value of Swedish krona 
in 1946), tendered his resignation on the ground that his work as Swedish 
representative on the O.E.E.C. left him with insufficient time for his other 
duties. The culminating event appears to have been the selection as Mr. 
Hammarskjdéld’s successor of Mr. Conrad Jénsson, a Social Democrat politician 
widely regarded as spokesman for Mr. Wigforss. That, apparently, was more 
than Mr. Rooth could stand. His resignation was accompanied by a memo- 
randum to the Swedish Parliament—to which the Swedish constitution makes 
him responsible—setting out a detailed protest against the Government’s 
whole financial and economic policy, coupled with recommendations as to the 
proper course the Government should pursue. These recommendations have 
a familiar sound to British ears. They include a tighter credit policy, a 
moderate rise in the rate of interest and a cessation of central bank support 
of the bond market. Instead of adopting these measures, the Government has 
chosen to tackle the ever-worsening balance of payments problem merely by 
cutting down imports; it has done little or nothing to combat the internal 
inflation. 

There is no reason to believe that an anti-inflation policy that relies so 
much on physical controls and eschews any attempt to restrict public pur- 
chasing power has any more chance of success in Sweden than it has had 
elsewhere. So long as present policies are pursued, distrust of the currency, 
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at home and abroad, is likely to grow. Whether Mr. Rooth’s departure, which 
has come as a great shock to Swedish public opinion, will bring about a change 
in the Government’s programme still remains to be seen. 


THE grafting of the intra-European payments scheme on to the original 
Marshall plan has involved some significant changes in the already very com- 
plicated arrangements for handling the consequential receipts 

Financing and payments in sterling. The Treasury accounting now has 

Grants for to cope not only with “ grant” aid but also with “ loan ” aid 
Europe and “ conditional” aid—the last of these varieties being the 
dollars which Britain receives from E.C.A. on condition that 
an equivalent sum in sterling is paid to O.E.E.C. debtor countries. The appro- 
priate accounting has now been devised, and last month the Treasury intro- 
duced to Parliament a Bill—the American Aid and European Payments 
(Financial Provisions) Bill—to authorize it to make sterling advances for these 
“ drawing rights ’’ which Britain extends under the intra-European payments 
scheme, and also to ensure that in all these operations it is duly accountable 
to Parliament. 

Aid which Britain receives by way of E.C.A. grant, whether that comes 
directly in dollars or indirectly in other currency (i.e. Belgian francs), will 
continue to be handled by the procedure laid down in the original E.C.A. 
agreement, through the mechanism of the Special Account established at the 
Bank of England last August (fully explained in these columns in September 
and November). The only change in that procedure, except for certain transi- 
tional adjustments, is that the 5 per cent. of the credits which is reserved for 
the use of the American Government is now being paid to its own account 
immediately each credit is made to the Special Account. Aid received by way 
of loan is accounted in precisely the same way as the U.S. loan of 1945 was 
accounted ; the sterling counterpart of dollars received by the Exchange 
Account figures in the Exchequer Return as money raised by creation of 
“Other Debt—External’’. The sterling counterpart of dollars received as 
conditional aid will pass through a new account, the Intra-European Payments 
Account, which is an internal account and will not figure directly in the weekly 
returns. Eventual publication of the account is, however, ensured by the new 
Bill, which provides that both the Special Account and the Intra-European 
Payments Account will be subject to audit, and annual report to Parliament, 
by the Comptroller and Auditor General. 

Sterling credits to the new account, like those to the Special Account, will 
be made as and when the U.S. authorities notify the Treasury that dollar 
reimbursements already made for Britain’s earlier dollar spendings have been 
apportioned to this particular category of aid. Normally, therefore, the 
provision of sterling, through the account, for Britain’s payments to Europe 
will occur before the corresponding credits from which they will nominally be 
financed. To provide for this lag, the Treasury is authorized under the new 
Bill to make advances from the Civil Contingencies Fund (another internal 
account, the operations on which are regulated by the Miscellaneous Financial 
Provisions Act of 1946). Hence the issues for O.E.E.C. countries will usually 
figure in the weekly return under the head of the C.C.F., and the later crediting 
of the counterpart of the dollars will be shown by a corresponding discharge 
of the C.C.F. loans. The advances to O.E.E.C. countries are governed, it will 
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be recalled, by the monthly compensation of intra-European surpluses and 
deficits on the balances of payments. The Bank for International Settlements, 
which administers the scheme, notifies the O.E.E.C. members about the middle 
of each month of the sums due by or payable to them in respect of the previous 
month’s transactions ; the drawing rights have then to be available for the 
recipient debtors by the 17th of the month, and are apparently exercised 
forthwith. In mid-November, when the first settlement took place, Britain 
provided £7 millions (necessarily, in sterling) and received £3} millions in 
Belgian francs ; in mid-December the figures were £5} millions and {2} millions 
respectively 


RECENT monetary trends are so fully discussed in an opening article this 
month that the latest banking figures need only brief examination. As we 
noted last month, there was reason to believe that the excep- 

Pause in tionally large rise in bank deposits in October—net deposits 
Credit then jumped by £84 millions—was due merely to the incidence 
Expansion of the make-up date in relation to the heavy payments which 
the Treasury makes about the middle of each month. A 

smaller rise in November was therefore to be expected and in fact, while total 
deposits rose by £17} millions, virtually the whole of this expansion was due 
to an increase in items in course of collection, so that net deposits were virtually 
unchanged. There would have been a further net rise, however, had it not 
been for a sharp fall in bank advances, which dropped by £13 millions and thus 
roughly reversed their movement in October. The implication, therefore, is 
that Governmental operations again involved some creation of credit. It 
should be noted, however, that the month’s decline in advances appears to 
have been wholly due to the operations of the “‘ public’ sector, in its widest 
sense. It evidently resulted from the fact that the British Electricity Authority 





November, Change on 
1948 Month Year 
{m. £m. ém. 
Deposits : P ar Ne 6056.9 17.4 290.2 
Net Deposits * a Pe sa 5855.7 0.6 + 272.5 
~ % t 
Cash .. 4 ‘ia eS : 495.3 (8.18) 10.2 - 7.8 
Money Market Assets én - 1275.0 (21.1) - 23.8 - 0.0 
Call Money 7 ne oa 482.4 (8.0) - 14.4 - 6.2 
Bills - at od ; 792.5 (13.1) 9.4 ~ >.8 
Treasury Deposit Receipts . . ae 1332.0 (22.0) 19.0 4+- 130.5 
Invesiments plus Advances .. o- 2822.0 (46.6) 7.6 - 126.5 
Investments os oe a 1480.2 (24.4) 5-5 - 19.4 
Advances ro im aa 1341.8 (22.2) — 13.1 + 140.1 


*After deducting items in course of collection. + Ratios of assets to published deposits. 


was using the first proceeds of its recent £100 millions issue of 3 per cent. stock 
to reduce the very large advances which it has received from the banks. It 
seems likely that these repayments exceeded the month’s net fall in totd 
advances ; and it should be noted that the latest quarterly analysis of advances 
reproduced on page 59, shows a reduction of nearly {15 millions in the publi 
utilities group over the three months. 
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THE yearly address by the chairman of the Bank of London and South America 
has, for some years past, been regarded as one of the most authoritative surveys 
of Latin American affairs provided in this country. The —4 


Dollar tion was well maintained this year when Mr. Francis M. 
Waste in Glyn took over the task so long performed by his wn eli 
Latin Lord W ardington, who has now withdrawn from the chairman- 


America ship though he remains a member of the Board. Mr. Glyn’s 
general survey of South American trends—his statement also 
embraced, of course, the usual detailed comments on the territories indi- 
vidually—was largely a description of the steadily increasing dollar shortage 
which has gripped these countries and of the resultant economic consequences. 
In this respect, he pointed out, the position has changed rapidly and in some 
cases disastrously, in countries which not very long ago possessed substantial 
reserves to meet their requirements for essential imports of both capital and 
consumer goods from the United States. The dissipation of these reserves has 
reflected the utter lack of responsible planning of dollar purchases ; as Mr. 
Glyn remarked, the mechanics of the O.E.E.C., with its cautious apportion- 
ment of funds actually available under the Marshall plan, should provide a 
lesson that the New World could well afford to learn from the Old. 

The increasing balance of payments difficulties into which Latin American 
countries have fallen have given immense stimulus and encouragement to 
multiple exchange devices which have a long history and tradition in this 
region. Mr. Glyn made no criticism of these as a system of export and import 
control, but complained of the manner in which they are invariably used to 
penalize the foreign investor by applying the most unfavourable rates to 
operations for the remittance of profits. It is questionable whether British 
Government representatives, in negotiating the many financial agreements 
which have been signed with Latin American countries, have given sufficient 
weight to the loss of foreign exchange involved in the cavalier treatment 
which has all too often been meted out to British owners of investments in 
these countries. As Mr. Glyn pointed out, the emphasis which is laid on exports 
tends to blind us to the fact that exports are only a means to.the end of 
acquiring foreign exchange with which to buy essential imports of food and 
raw materials. If, within limits, the same end can be achieved by maximizing 
our investment income, i.e. without drawing on our productive capacity, there 
is an obvious duty to ensure that available income is in fact received. On this 
matter, it seems, British financial delegations have been found wanting. 

In his review of conditions in the Latin American countries individually, 
Mr. Glyn gave pride of place and space to Argentina, where he saw favourable 
signs that the distribution of foreign trade is tending to resume its pre-war 
character, with the United Kingdom as the only country which in normal 
times simultaneously buys immense quantities of Argentine farming produce 
and sells the raw materials and manufactured goods that Argentina needs. 
He thought that Argentina must necessarily turn more and more to sterling 
sources of supply, especially for the equipment needed for her five-year plan. 

In general, Mr. Glyn concluded that Latin American countries are finding 
themselves obliged to look increasingly to sources other than the United 
States for their requirements of manufactured goods and raw materials. The 
implications of this change will not have been. lost on the British exporter, 
who should be among the first in the competition for this vast market. Already, 
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in the first nine months of 1948, Britain’s exports to all Latin America have 
expanded to around £83 millions from £59 millions in the corresponding period 
of 1947. But Mr. Glyn uttered a note of warning. South America’s exports 
still consist chiefly of basic raw materials and foodstuffs, and any fall in world 
prices would immediately impair the ability to import. 


UNDER the British exchange control system, the types of operations allowed 
in the sterling accounts of non-residents depend upon the particular group 
to which the country of the account-holder belongs. It may 

Non-Resident be useful to readers to have the following classification of 

Sterling countries in the five headings under which resident and non- 

Accounts _ resident accounts are grouped. Only resident accounts fall 

into the first group, which is the official name of the sterling 

area ; all the rest are non-resident accounts. 
Group I—Scheduled Territories 

The British Empire (except Canada and Newfoundland, but including for 
this purpose India, Pakistan and Eire), British Mandated Territories of 
Cameroons, Naura, New Guinea, South-West Africa, Tanganyika, Togoland 
and Western Samoa, British Protectorates and Protected States, Burma, Iraq, 
Iceland. 
Group II—American Account Countries 

The United States of America, the Philippine Islands, and any territory 
under the sovereignty of the United States of America, Bolivia, Colombia, 
Costa Rica, Cuba, Dominican Republic, Ecuador, Guatamala, Haiti, Honduras, 
Mexico, Nicaragua, Panama, Salvador and Venezuela. 
Group II1I—Transferable Account Countries 

Chile, Czechoslovakia, the Dutch Monetary Area, Egypt, Ethiopia, Finland, 
Italy, Iran, Norway, Poland, Siam, the Spanish Monetary Area, the Anglo- 
Egyptian Sudan, Sweden, the Union of Soviet Socialist Republics. 


. 


Group I[V—Bilateral Account Countries 

Argentine, Austria, the Belgian Monetary Area, Brazil, Bulgaria, Canada 
and Newfoundland, China and Formosa, Denmark (including the Faroe 
Islands) and Greenland, the French Franc Area, Greece, Hungary, Japan, 
Paraguay, Peru, the Portuguese Monetary Area, Roumania, Switzerland and 
Liechtenstein, Syria, Tangier, Transjordan, Turkey, Uruguay, Vatican City, 
Yugoslavia. (Note: Special Account arrangements apply to Paraguay.) 
Group V—* The Other Countries ”’ 

Afghanistan, Albania, Cyrenaica, Eritrea, Korea, Liberia, Nepal, Saudi 
Arabia, Somalia, Tripolitania, Yemen. 

This is a residual group. Funds standing to the credit of sterling accounts 
of residents in any of these countries may be freely transferred to residents 
of other countries within the group or to residents of the Scheduled Territories. 
Other transfers require the prior approval of the Bank of England. Excep- 
tionally, however, payments to and from sterling accounts of residents of 
Albania are restricted under Trading-with-the-Enemy legislation. 

Andorra is not included in any group. There is no local currency ; but 
Spanish pesetas and French and Swiss francs are all in use. The usual channel 
for making payments to Andorra is through a bank in Spain. 
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Return to Monetary Policy ? 


T is not often, in these days, that the purely monetary aspect of Britain’s 
economic problem receives much attention. The main force of economic 

policy is exerted through the budget, through planning and control of 
investment in its physical sense, through import restriction, and through a 
variety of mainly non-monetary measures to expand production and exports. 
Monetary policy, as distinct from budgetary policy, is no longer consciously 
used as a primary instrument of economic control, and monetary trends are 
commonly regarded as merely consequential upon action in these other spheres. 
Except in the rare phases when monetary policy is distorted or exaggerated 
for specific ends, as it was in the first Daltonian phase, it is treated as a secondary 
instrument which exerts no independent force. So long as monetary trends 
conform more or less to the pattern which the main economic policy leads 
people to expect, it is easy for them to accept the comfortable modern view 
that the monetary mechanism can be left to take care of itself—because it is 
supposedly no longer permitted to exert itself positively, either for good or ill. 

Except during the war, when the whole economy was held tightly in the 
clamp of physical control, this was always a rather naive and even a dangerous 
view. Surprisingly, it survived the Daltonian cheaper money fiasco. Lately, 
however, it has been increasingly questioned—certainly by many economists 
and bankers, and perhaps by some official circles, too. As yet, most of the 
doubts spring not from any fundamental reasoning, but simply from a growing 
bewilderment at recent monetary trends. The monetary factor is compelling 
attention because its movement recently has been the very opposite of what 
most people expected. During the past twelve months—the latest available 
figures are those for November—net bank deposits have risen by £273 millions, 
and no less than {246 millions of this large expansion has occurred in the 
current fiscal year. This movement was spot-lighted in October because a 
particularly big increase in that month carried the unadjusted or “ gross ’”’ 
total to well over £6 billions, compared with £4? billions when the war ended 
and under £2} billions when it began. 


BANK DEPOSITS AND DISINFLATION 


The continuing credit expansion sits so oddly beside the Chancellor’s 
policy of disinflation that its causes well merit examination. But before 
attempting any specific analysis—given in the second part of this article—it 
will be well to clear away some common fallacies about the relationship of 
the disinflationary policy, as now commonly understood, and monetary 
trends. Many bankers at first took it for granted that the disinflationary 
budgeting would cause a decline in bank deposits, on the ground that the 
Government would have a genuine surplus which it would use in repaying 
indebtedness to the banks. Hence there is now a tendency, especially in the 
City, to regard the continuing rise in deposits as the proof and measure of the 
“ failure” of the disinflationary policy. In fact, both these lines of reasoning 
are unsound. As we demonstrated in an article in these pages last June,* 
the achievement of a genuine equilibrium in the nation’s capital account 


* See ‘‘ The Monetary Factor in Gilt-edged ”, in THz Banxer for June, 1948. 
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(that is—since the account for any past period always balances—a balance 
achieved without inflationary methods of generating the requisite savings) 
could not of itself force down the level of bank deposits. But such an equili- 
brium does imply, provided all other credit influences remain the same, that 
there will also be a monetary equilibrium—that the volume of bank deposits, 
and the level of interest rates and prices, too, will be approximately stabilized. 
[f the nation’s capital account is to be balanced by an overall Government 
surplus, this means that the Government is expecting to repay to the banking 
system an amount of debt precisely equal to the volume of additional bank 
credit which the financing of non-Governmental investment will require. 

The fact that there has been no fall in the volume of deposits in this fiscal 
year is not, therefore, a sign that there has been no disinflation. Moreover, 
although other indicators prove that the degree of disinflation has been less 
than was intended, the rise in bank deposits is not any reliable guide to the 
extent of that shortfall. So large a proportion of the Government’s ordinary 
revenue is collected in the last quarter of the fiscal year that it might be 
arguable, in principle, that there could still be a disinflationary equilibrium, 
in the strictly monetary sense, for the fiscal year as a whole, even though the 
first two-thirds of the year have required a large creation of credit. It will be 
remembered, however, that Sir Stafford Cripps justified his budget oe 
also by reference to estimates of investment and savings in the calendar yea 
and in the first eleven months of that period bank deposits have risen “é 
£174 millions. 

Superficially, that might be regarded as indicating a corresponding “ gap ” 
in the nation’s capital account which has had to be bridged by creation of 
credit. But even that assumption is unsound. If a “ gap” exists, it means 
that the volume of new savings generated without the aid of inflation is insuff- 
cient to provide for the current volume of investment outlay ; but the marginal 
demand for finance does not necessarily fall on the banks, and may be either 
greater or less than the net creation of bank credit. Such discrepancies 
between the trends in the capital account and in the banking system can arise 
in two principal ways. In the first place, the capital account is not a static or 
even a pre-determined structure: if a “ gap” is arising, it means that infla- 
tionary forces are operating to bring supply and demand into equilibrium 
either by curtailing investment or by generating additional savings out of an 
expanded level of profits and personal incomes. In present circumstances, 
the adjustment is bound to occur mainly or wholly on the savings side ; but 
these additional savings, which are drawn into active use by subscriptions ti 
new issues, by purchases of gilt-edged securities from companies which ar 
increasing their stocks or replacing their plant, or by transfer to the Govern: 
ment in additional taxation, are not necessarily related to the movement di 
bank deposits. An inflationary gap can exist and be financed by the generation 
of additional incomes and savings without necessitating any rise in the levé 

of bank deposits. Conversely, bank deposits can rise even though no infle 
tionary gap is discernible. 

Secondly, whether such contrasting tendencies arise depends primarily 
upon the liquidity habits of the public—upon whether they want to keep 
smaller or a greater part of their accumulated and new savings in monetar 
form. The suggestion that a disinflationary equilibrium in the capital budge 
implied a stabilization of bank deposits always rested upon the hypothesé 
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RETURN TO MONETARY POLICY ? 1] 
that liquidity habits remained unchanged. [If sufficient savings were being 
generated by non-inflationary means to ensure such an equilibrium, but the 
public sought to hold a larger proportion of its total savings in the form of 
bank deposits, the authorities would not be acting incautiously if they allowed 
bank deposits to expand sufficiently to meet the demand. The prevailing theory 
that monetary policy should be a secondary instrument, merely conforming 
to the pattern set by wider policy and never seeking of itself to alter the 
pattern, does indeed require the authorities to act in this way. 

These many qualifications are necessary to show that the relationship 
between inflation and the volume of money (as distinct, of course, from the 
volume of purchasing power, which is an income flow) is both complex and 
variable. It cannot be ascertained by any rule-of-thumb method. If one 
looked solely to the banking figures, it would have to be said that the recent 
expansion of bank deposits raised no presumptions about the inadequacy of 
the disinflationary programme. In the absence of other evidence to the 
contrary, it might be that the additional credit was merely require d to meet a 
liquidity demand which otherwise might have exerted excessively deflationary 
effects. An enquiry into the recent trends, with the object of deciding whether 
the continued rise in bank deposits is in itself dangerous, therefore involves 
some rather subtle questions. In this article it is not proposed to reopen the 
wide issue whether monetary policy ought to be lifted from its subordinate 
réle and made to operate, jointly with the budgetary and physical controls, 
as an active instrument of economic discipline. The Government obviously 
intends it still to be a passive instrument ; and in this article it is sufficient to 
consider whether that is the réle it is in fact playing. For this purpose, it is 
necessary to consider the sources of the credit creation, so far as they are 
ascertainable ; and then to enquire whether the amount of additional credit, 
regardless of its origins, has been more than was reasonably needed to supply 
the public’s demand for greater liquidity—and whether, indeed, it was wise 
to meet this demand at a time when inflationary forces were obviously still 
present. 


SOURCES OF RECENT CREDIT EXPANSION 

The paradox which has been troubling the City does, indeed, become the 
more pronounced when the figures are first examined. Except in the past 
two months, the growth of deposits this year, in this phase of disinflationary 
budgeting, has been much greater than it was in the second Daltonian phase, 
the phase after the collapse of the cheaper money drive. The contrast is 
clearly brought out in Table I, from which it will be seen that in the first 
nine months of this year, despite the record and “ genuine ”’ revenue surplus 
collected in the first quarter, net bank deposits rose by £89 millions, compared 
with a mere {17 millions in the first nine months of 1947. For the eleven 
months, the disparity is somewhat less marked, the increases being £174 
millions and £145 millions respectively. It may be argued that this difference 
is more than ‘explained by the special operations of last March—the financing 
of the Argentine rail purchase and the simultaneous redemption of the 3 per 
cent. Conversion Loan, transactions which raised deposits in that month by 
£150 millions and would have had an even larger effect but for the simul- 
taneous seasonal inflow of revenue. As a purely arithmetical explanation this 
is, of course, true ; but to dismiss the contrast on these grounds is to ignore 
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the fact that this injection of liquid funds into the system early in the year be 
must have mitigated the need for additional credit creation later in the year, to 
since the gradual release of the Argentine moneys to stockholders—a process th 
only lately completed—must have met part at least of the public demand is: 
for additional liquidity which developed subsequently. | be 
This makes the experience since March the more remarkable; for the | th 
contrast between the first eight months of the fiscal year (which therefore | If 
Taste I th 
SOURCES OF CREDIT CREATION se 
(£ mns.) ; e 
1946 1947 1948 } elf 
Net Invest- Net Invest- Net Invest- le 
Changes in : Deposits Advances ments Deposits Advances ments Deposits Advances ments 
January-March 64.1 t+ 38.0 + 12.5 - §7.0 + 41.8 + 27.9 - 972.5 + 93-6 + 3-4 t 
April-June + 265.7 + 30.2 + 135.3 t 63.9 + 97-4 + 24.3 + 126.2 + 40.9 - 8.1 ' 
July-September 288.3 38.4 + 121.3 10.2 + 29.8 + 14.0 35.2 + 1.4 - 5-9 i D; 
(October-December) (+ 289.3) (+ 59.0) (+ 34.0) (+ 226.3) (+ 57.1) (-10.4) > — _ } 
October-November + 166.4 + 34.0 + 17.1 127.4 + 47.2 + 6.4 4+ 84.7 + 0.3 + 8.0 j 
11 Months Totals + 656.3 eee 140.6 re 176.2 + 146-5 + 215.5 + 72.6 4 173.6 + 136.2 - 2.6 i 
Fiscal Year (8 mos ; - 950.4 Rg :03.6 pe 163.7 + 208.5 + 173.7 + 44:7 + 246.3 + 42.6 - 6.0 ' 
excludes the special operations of last March) and the similar period of 1947 
is actually a little more marked than that shown by the eleven-month periods. 
In the first six months of disinflationary budgeting, deposits rose by {161 
millions, more than twice their comparable 1947 rise; in the eight months 
they rose by £246 millions, or by £45 millions more than in 1947. 
The nature of this large expansion has been widely misunderstood. Early 
this year it was often asserted that the phase of Government-generated 
expansion had ended ; that credit creation, if it continued, would be required 
to meet the needs of industry. This assumption was, indeed, supported by 
the fact that during 1947, a year of Daltonian finance and of fictitious sur- | 
pluses, the rise in bank advances nevertheless accounted for more than nine- | 
tenths of the rise in net deposits ; and during the first quarter of this year an _ | to 
even steeper rise in bank advances coincided with the seasonal fall in deposits. an 
Many commentators—even, it seems, some official commentators—appear to wi 
be bemused by this experience of 1947 and early 1948. They speak as if the | ph 
TABLE II the 
NEW CREDIT APPARENTLY ABSORBED BY PUBLIC SECTOR the 
(£ mns.) inc 
March 17 to November 17: 1947 1948 pu 
Net Bank Deposits .. o ne a Pe ae + 202 + 246 
Note Circulation isn a ce re Ba att —- 20 + 12 ad) 
—— fin: 
Total New Credit a ics ws in re «5 + 222 + 234 thi 
Absorbed by Private Sector (change in advances plus “ 
investments) * ve es ay: 20h i + 218 + 3 mil 
socetens ass 
Apparent Demands of Public Sector - “a ar + 4 + 197 he: 
Cc 
paradox of strongly rising deposits in a phase of disinflation is to be explained 
by the large and even “ excessive ’’ demands of industry. But it cannot be so 
explained. The boot is on the other foot. The rise in bank advances in this 
fiscal year, so far from accelerating, has greatly decelerated. Over the eight bu 
months it has averaged a mere £5 millions a month, by far the smallest move- by 
ment since the great expansion began at the end of the war, and contrasting dey 
with well over {20 millions a month in 1947. In eight months, the net rise has exc 
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been £42.6 millions—probably not much more than the net additional advances 
to the British Electricity Authority alone; for the outstanding credits of 
that body were believed to approach £50 millions by the time of the recent 
issue, and the first repayments were reflected in the banking figures for Novem- 
ber. It has also been revealed that some £12 millions have been provided by 
the banks to meet the deficiencies of the several civil airways corporations. 
If the credits extended to these and other public bodies were excluded from 
the banks’ figures, it would almost certainly be seen that advances for the private 
sector of the economy, so far from rising, have actually contracted in the past 
eight months—thanks to the stream of new issues and to the more cautious 
lending policy which the banks have lately adopted. 

Moreover, on the assumption that the Government since the end of the 
Daltonian fiasco has been less active in the gilt-edged market, it is reasonable 














TaBLeE III 
KNOWN CASH NEEDS OF GOVERNMENT 
(£ mns.) 

April 1 to November 20: 1947 1948 
Above-line Surplus... : - ir oe + 242 + 276 
Less Estimated nominal revenu ia a ma - 200 — 46 
42 + 230 
Below-line Expenditure (net) ev < - sa 437 — 329 
— 395 - 99 
Tax Reserve Certificates ‘a as si es os - 14 + 68 
‘“Small’”’ Savings... - _ ms os a L 16 - 29 
Visible cash needs si bis nis ae ae we 394 60 

Receipts from sales of dollar and sterling borrowings from 

overseas (i.e. current deficit on balance of payments) .. ? 440 ? 180 


to assume, since there are no longer any Government securities on tap, that 
any purchases or sales of securities by the banks represent, on balance, dealings 
with the private sector of the economy; during the active cheaper-money 
phase, when the taps were running strongly, the opposite assumption seemed 
the more reasonable. On this basis, the finance for the private sector represents 
the net increase in advances p/us investments, adjusted upwards for any 
increase in commercial bills directly or indirectly financed and downwards for 
public-sector finance included in advances. If it is assumed that the two 
adjustments cancel out (which is probably a conservative assumption), the 
finance extended by the banks to the private sector in the first eight months of 
this fiscal year was a mere £36} millions, in contrast with no less than {218 
millions in the similar period of last year. So much for the surprisingly common 
assumption that “ private’’ demands and “ excessive ’’ lending explain the 
heavy credit creation this year. 


GOVERNMENTAL BORROWINGS FROM THE BANKS 


The corollary of this conclusion is, of course, that, despite disinflationary 
budgeting, Governmental demands for credit have risen much more steeply, 
by comparison with the inflationary year 1947, even than the total of bank 
deposits has done. In these eight months, the increase in bank deposits has 
exceeded that of advances plus investments by no less than £209 millions, 
whereas in the corresponding period of 1947 the rise in the deposits was actually 
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£16 millions less than that in advances and investments. If these figures are 
adjusted for changes in the active note circulation, the net amount of credit 
presumptively created to meet Governmental needs becomes, as Table II shows, 
a little under {200 millions this year compared with a mere £4 millions in 1947. 
It is impossible to account for so large a difference by any direct reckoning of 
the Government’s requirements, although it is clear that a large part of the 
improvement in the Government’s budgetary position, as shown by the 
Exchequer return, has been offset by a steep decline in sterling receipts from 
overseas sources—thanks to the large reduction in the deficit in Britain’s 
external balance of payments. 

In the period most nearly comparable to that covered by the banking 
figures, the Exchequer had an above-line surplus of £276 millions, of which, 
however, £46 millions represented purely nominal receipts from India; in 
the similar period of 1947 the disclosed surplus was {242 millions, but around 
£200 millions probably represented nominal income. This year, therefore, 
the true above-line surplus was apparently {188 millions larger than in 1947, 
at about £230 millions. Below-line expenditure has fallen by rather more 
than {100 ‘millions, while the decline in receipts from small savings (including 
net deposits in savings banks) has been more than offset by the net gain in 
Tax Reserve Certificates. Altogether, it appears that there was a cash 
deficit of {60 millions, before taking account of the sterling received from sales 
of dollars or borrowed from currently accruing overseas sterling balances. 
The corresponding deficit for 1947 was about £390 millions. Since the external 
deficit on the balance of payments for the whole of 1947 is now put at £630 
millions, and this year has been running at, say, £250-£270 millions, it seems 
that rather more than two-thirds of the improvement in the Exchequer’s 
domestic position has been offset by a decline in current receipts from external 
sources. 

This helps to explain why disinflationary budgeting has not enabled the 
Government to reduce its indebtedness to the banks; but it is not by any 
means a sufficient explanation, for, on the above (necessarily incomplete) 
figures, there ought still to have been fully {100 millions available for such 
repayments. And it affords no explanation at all of the heavy additional 
borrowings. Part of the disparity is probably due to purely statistical flaws 
in the argument—to the difference between the dates of the banking figures 
and of the Exchequer return, and to the fact that no allowance is made for 
the figures of non-clearing banks. For example, the banking figures for last 
March, upon which the above calculations are based, were made up on March 17, 
so that the eight months’ period for the banks included the abnormal weeks 
at the end of the 1947-48 fiscal year, which are, of course, excluded from the 
Exchequer figures shown in Table III. This particular error would probably 
be reduced by taking the starting-point for the banking analysis as the average 
of the bank statements for March and April, instead ‘of March alone ; if this 
is done, the “‘ apparent demands of the public sector ’’, shown in Table II as 
£197 millions, would become {£178 millions. But such weaknesses in the calcu- 
lation, even if all the technical errors worked in the same direction, certainly 
could not account for the whole of the discrepancy and probably could not 
reduce it even by as much as a half. It is apparent, therefore, that the Govern- 
ment’s net disbursements have been much larger in this fiscal year than the 


published figures suggest. 
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There are three possible explanations of such undisclosed expenditure. 
First, current outgoings for supply services or for known “ below-line ”’ pur- 
poses may have been larger than the Exchequer “ issues’’ upon which the 
published Exchequer accounts are based. As Mr. Hicks’s recent study of 
budgetary accounting shows, the existence of accumulated departmental 
balances leaves much scope for such disparities between apparent and actual 
expenditure. Secondly, the Government may have been redeeming debt held 
in London on behalf of overseas monetary authorities over and above any 
redemptions necessitated by changes in their balances of payments with 
Britain (in effect, these particular changes have already been brought into 
the reckoning, by crediting the Exchequer with the net sterling counterpart of 
Britain’s total current deficit on its external balance of payments). Such 
“excess”? redemptions would therefore mean that the overseas authorities 
were seeking to increase the cash portion of their balances, and consequently 
running down their holdings of floating debt. Thirdly, the Government 
may have been acquiring assets such as additional stocks for the trading 
controls,* or gilt-edged securities. It will be noted that no account has been 
taken of Exchequer receipts from extra-budgetary funds, such as social 
insurance funds, the net income from which has probably been larger than 
last year ; it is normally employed largely in the gilt-edged market. If these 
funds are brought into the reckoning, it seems probable that the mystery of 
the Government’s heavy demands for bank credit must be explained by outlays 
under each of these heads. As large supplementary estimates are known to 
be pending, notably for the health services and defence, it is probable that 
there has been some drawing down of departmental balances ; and there is 
also some reason to think that overseas holdings of floating debt have been 
declining. 

CONFLICT BETWEEN MONETARY POLICY AND DISINFLATION 

Despite the uncertainties about the significance of such factors, some 
fairly definite conclusions can be drawn. It is certain that by far the greater 
part of the additional deposits has come into existence to meet the cash require- 
ments of the Government. Some of these requirements may be presumed to 
arise from the Government’s own current expenditures, some from repayments 
of its earlier borrowings from overseas monetary authorities. Conceivably, 
these influences might explain the whole of the credit creation for public 
account ; but, on the very inadequate figures available, there is a wide dis- 
crepancy. If policy were still being directed by a Chancellor obsessed by 
cheaper money ambitions, most people would deduce from such a situation 
as this that the departmental funds had again been “‘ going long’ by turning 
internally-held floating debt into securities acquired on the market. But 
operations of this character would be so violently at variance not only with 
the aims of the disinflationgry policy, but also with the character of the present 
Chancellor that it seems inconceivable that any such strategy has been adopted ; 
and, in fact, there is nothing in the day-to-day experience of the gilt-edged 
market to suggest otherwise. In the circumstances, it is reasonable to give 
Sir Stafford Cripps the benefit of the doubt, and to assume that undisclosed 
factors such as those we have instanced wholly explain the large discrepancy 
in the figures. 


a a a i 
* It should be noted, however, that such additions would be reflected in the Exchequer return 
unless financed temporarily by drafts on accumulated balances. 








16 Ths THE BANKER 


This, however, does not by any means dispose of the charge that monetary 
policy has lately overstepped the limits of merely passive action and has 

become an active influence—not, as some had hoped, to reinforce the disinfla- 

tionary budgeting, but actually to work in the opposite direction. On the 

assumption that the Government has not been embarking on any unusual 

gilt-edged operations, all the additional bank credit it has absorbed will have 

been needed to meet its unavoidable obligations. And as the figures con-} 

clusively prove the behaviour of bank advances to have been very circumspect, 
while bank investment portfolios have actually dec line -d, it can be said that | 
the whole volume of new credit has been needed for “‘ legitimate ’”’ purposes, | 

But if the authorities believe this to be the proof of the blamelessness of their | 
monetary policy, they would do well to recall Bagehot’s dictum that this very | 
precept was a “ recipe for making many panics ; 

However convinced of the “ legitimacy” of all demands on the banks, | 
Bagehot in 1948 would undoubtedly have prescribed an increase in Bank rate, | 
Much modern theory and all Socialist doctrine eschews this weapon. But | 
even if it were granted that the interest-rate weapon must never be drawn} 
from its rusty sheath, this would not mean that the volume of credit should | 
be governed merely by the “ legitimacy ’’—as defined by planners’ priorities 
—of borrowers’ needs. To ensure that the interest-rate weapon remains 
sheathed, current theory may require that the volume of credit be expanded 
to the extent needed to meet rising demands for liquidity ; though even that 
is a debatable proposition when it involves a large credit creation at a time 
when the resources of the community are demonstrably overstrained and when 
a disinflationary budgetary effort will obviously not do better than hit the 
outer ring of its target. But the theory of a passive monetary policy quite 
plainly does not require that the credit creation should in such conditions 
actually exceed the liquidity needs ; and that is what has been happening in 
the past six months or so. The proof of this lies in the simultaneous advance 
in gilt-edged and equity values—the former despite accumulating evidence 
that the budget formula has not wholly closed the inflationary gap, and the 
latter despite ‘div idend limitation. The dangers of this excessive credit creation, 
as thus defined, are as yet small beside those of the early Daltonian phas 
when the froth of inflationary extravagance was everywhere apparent ; but 
they are not negligible. 

A more prudent, though strictly passive, monetary policy could scarcely 
have prevented this year’s credit expansion; but it would at least have 
applied the brakes as soon as the gilt-edged market began to rise noticeably. 
As it is, the outcome of recent monetary policy, though different in degre: 
and different in tactics and origin, has been in principle similar to that of the 
Daltonian aggressive phase. Probably this is not what the authorities intended 
If so, they have a good chance to correct their mistake in the next few months 
of seasonal contraction of deposits. But it would be folly to seek monetay 
correctives in new measures of specific control. The proper remedy is é 
moderate tightening of the ordinary credit reins held by the central bank, 
applied by the normal day-to-day workings of open market policy. To ensur 
that monetary policy does not conflict with budgetary policy, the authorities 
in present circumstances should look less to the “ legitimacy” of credi 
demands than to the level of interest rates. 
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Europe’s Four-Year Plans 


HE nineteen European countries participating in Marshall aid have 
T 20 submitted their four-year plans to the Organization for European 

Economic Co-operation in Paris and the process of welding them into 
something like a cohesive whole has begun. Inevitably, it will be a pro- 
tracted process which clearly cannot be completed by the time the United 
States Congress assembles and considers, within the next few weeks, the next 
annual appropriation for the European Recovery Programme. The O.E.E.C. 
therefore intends to send the individual plans, more or less as they stand, to 
the Economic Co-operation Administration in Washington and to content 
itelf in the first instance with an accompanying memorandum drawing such 
broad conclusions as emerge from the individual plans but refraining from 
any over-hasty attempt to undertake the work of integration. 

Originally, the O.E.E.C. and the participating countries did not intend to 
publish the plans before they were sent to the E.C.A. in Washington. The 
main reason for that was not any unreasonable desire for secrecy, but simply 
the wish to avoid publication of what were obviously preliminary figures sent 
in without prior consultation among the participants and therefore liable to 
amendment. To publish original drafts must tend to give the figures contained 
in them a momentum of their own and make subsequent revision, with all the 
political implications that may be involved, far more difficult. These intentions 
about publication, however, have gone astray. Owing largely to the ingenuity 
of the American Press and to the compliance of certain officials in Paris, the 
essential features of the most important plans—those of Great Britain, France, 
the Benelux countries and the Bizone—have duly leaked out. What they 
have disclosed has unleashed a public debate about the incompatibilities of 
the plans which the undertaking not to publish was precisely intended to avoid. 

Before these differences are considered, it would be well to emphasize 
again what these long-term plans are intended to be. The y were required by 
the E.C.A. in W ashington not as detailed plans of economic development over 
the next four years, but as broad indications of the policy to be followed by 
each of the participating countries in order to reach solvency in its dollar 
payments by the year 1952-53, when Marshall assistance will have come to 
anend. The plans were intended to provide some assurance to Congress when 
the second round of Marshall aid came to be considered that the billions of 
dollars authorized for the European Recovery Programme were being used 
constructively to restore a patient who will be healthy and self- supporting again 
by the end of the treatment. In other words, their object is to prove that 
Marshall aid never deserved the epithet so often and so unfairly applied to it 
by critics in the United States—‘‘ Operation Rat-hole ” 

Mr. Paul Hoffman has made it abundantly clear that the last thing he 
desired from Europe was a rigid programme on the model of Soviet five-year 
plans. All he sought was a broad indication from the countries concerned of 
the policies they would follow to restore financial stability, to increase produc- 
tion, to remove obstacles to their trade with other countries, to co-operate 
with their neighbours, and thus to create in Europe a strong economy no 
longer dependent on abnormal external assistance. If the four-year plans 
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have in many cases taken on a far more detailed character, that must not be 
attributed primarily to E.C.A., but rather to the predilection for planning 
which is to be found both in the Secretariat of O.E.E.C. and in many of the 
participating countries—and not least in Great Britain. To this extent, it 
was unfair of Mr. Ernest Bevin to remark, as he did in the recent debate on 
foreign affairs, that the Americans were all for free enterprise inside their own 
country, but were great planners outside it. The character of the plans that 
will in fact emerge from O.E.E.C. will probably shock a great deal of American 
opinion when they are officially published. It should, however, be added that, 
even with the alleged precision which appears in such plans as the French 
and British, the figures are not regarded by their perpetrators as more than 
general indications of production objectives to be reached and of the anticipated 
distribution of foreign trade and payments. 

The first general feature which emerges from the original drafts of the 
plans so far published is the extent to which the economies of the several 
nations are non-complementary. There should be no surprise about this. 
Before the war there was the most intensive competition between national 
industries which, but for the protection of tariffs, subsidies, quotas and all the 
armoury of economic nationalism, would long ago have resolved itself by the 
growth of some of these industries and the disappearan ce or diminution 
others. The promise of intensive competition emerges again, for example, 
comparing the plans for Great Britain and Bizonia ; and the question a 
necessarily arise how the industrial structures in each area would survive a 
greater measure of freedom from the bonds and restrictions which separated 
and protected them from one another before the war. The long-term plans, 
in other words, tend to reveal how essentially competitive the economy of 
Western Europe is and how wide, therefore, will be the economic adjustments 





required if it is to be truly integrated. 
The second fact which emerges unmistakably is that every country in 
Marshall Europe still expects to be running a dollar deficit by 1952-53. Each 


country shows its balance of payments in approximate equilibrium by that time, 
but an equilibrium in which surpluses with the rest of the world, and particu- 
larly with colleagues in the O.E.E.C. group, offset the expected deficits with 
the dollar countries. In effect, therefore, the plans of each of the O.E.E.C. 
countries blandly assume the conv ertibility of the currencies of the others in 
the group. But when each of them expects to be in deficit with the United 
States, it is difficult to see how this assumption can be realized and how this 
convertibility can operate. It is possible to hope that this continuing deficit 
: Marshall Europe with the dollar area will be met by a normal commercial 

export of capital from the United States; but such a movement would not 
ua postpone the achievement of ultimate equilibrium with the dollar area ; it 
would, at the same time, magnify the problem by increasing the weight of 
international indebtedness to the United States. It may also be assumed that 
part of this European deficit with the United States will be covered by the 
normal pattern of triangular trade and, in particular, by the export of colonial 
produce to the dollar market. Allowing for these reservations as to the 
channels through which the dollar gap may be covered, the fact remains that 
there is an evident incompatibility in this tendency of each of the European 
countries’ long-term plans to expect a continuing deficit with the dollar area 
at the end of the Marshall aid period. 
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A further incompatibility emerges strikingly from the fact that the estimates 
of intra-European trade in the plans so far published fail to ‘“‘add up’”’. The 
most crucial difference is in the estimates of trade between Great Britain and 
the continental members of the group. Before the war the countries of the 
Continent normally ran a substartial surplus with Britain and used that 
surplus to cover their deficits with the dollar countries. According to the 
British plan, the United Kingdom will be running a surplus of £12 millions 
with the other O.E.E.C. countries by the year 1952-53. This would disturb the 
traditional pattern of intra-European trade and, according to continental 
critics, would undermine the whole commercial strategy of their own countries. 
The discrepancy in these figures arises from the unanimous desire of the 
participating countries to free themselves from their dependence on dollar 
imports. In their “‘ paper ’’’ switching from such imports they have naturally 
tended to divert their expected requirements to European sources. That 
trend is being encouraged by the nature of the “ little Marshall plan ’’ evolved 
as part of the intra-European payments scheme by which intra-European 
surpluses and deficits are respectively given away and taken as gifts, though 
against the provision of conditional dollar grants by the United States. The 
manner in which the scheme is working in this first year, especially the fact 
that the conditional grants are not adding anything to the dollar allocations 
of the creditor countries, is providing the maximum incentive for switching 
imports from dollar to other European sources. In that way a new and some- 
what artificial pattern is being given to intra-European trade and is influencing 
estimates which in turn are responsible for the discrepancies revealed when 
the several long-term plans are compared. 

Above all, what emerges most clearly from these plans and the discussions 
about them is the conflict between their differing conceptions of the kind of 
life Europe will be leading by the end of the Marshall aid period. The clash 
is between the austerity—some would call it the ‘ honesty ’’—of the British 
and certain other plans, and the indulgence—some would call it the “ civilized 
savotr-vivre ’’—of many of the others. This is perhaps the main issue that lies 
before the O.E.E.C. and will provide the dividing line between the protagonists 
in the great and continuing debate that has already begun in Paris. 

The British attitude to this qualitative aspect of intra-European trade 
is conditioned by the overriding objective of reaching solvency with the 
dollar area by 1952-53—an objective which, as the plan shows, will not have 
been completely attained even by that date. If dollar solvency is to be attained 
by Europe, so runs the British argument, Europe will have to canalize more 
of its exports to dollar markets, will have to make for itself many of the 
essentials it must now buy from dollar countries and, finally, must develop 
new sources of supply in its own currency areas for what are now dollar goods. 
So immense an adjustment and diversion of industry and trade would require 
from Europe a corresponding effort and adjustment. It implies a diversion 
of manpower and resources from the manufacture of inessentials (other than 
those that can be sold to dollar markets) to that of essentials—both for export 
to hard currency countries and in substitution for present dollar imports. 
The British case is that this adjustment should begin at once, and that any 
encouragement given in intra-European commercial agreements or in long- 
term planning to the maintenance of intra-European trade in non-essentials 
IS @ positive disservice to the cause of European recovery. The continental 
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opposition to this school of thought argues that the problem cannot be con- 
sidered as if Europe were an economic laboratory in which perfect elasticity 
and mobility can be assumed to exist. Apart from fundamental questioning 
of the British criteria in deciding what is essential and what is inessential, 
countries such as France and Italy plead that the combination of climate and 
long-established skills which are producing the peaches and grapes, the fine 
vintages and silks, the perfumes and cosmetics, cannot and indeed should not 
be peremptorily ordered to convert themselves to the production of what the 
British are inclined to regard as essentials. 

In attempting to fuse these long-term plans and endeavouring to reconcile 
their differences, the O.E.E.C. will be facing the problem of European economic 
integration in earnest—and for the first time. The previous essays in integra- 
tion—whether through the committee considering the setting up of the Euro- 
pean electricity grid, or through the customs union study group—have yielded 
very meagre results to date and are still very much at the preliminary, talking 
stage. The crucial problems of European integration, of dovetailing production 
programmes, of reconciling ideas about the volume and the character of intra- 
European trade, cannot, however, be avoided if these nineteen separate and 
disjointed plans are to be harmoniously merged. It is no wonder, in view of 
the difficulties of this task, that the O.E.E.C. should have decided to take 
its time over it and not to be rushed into an improvised job by the perfectly 
understandable desire to have something impressive ready-made for Congress 
when it begins its considerations of the second instalment of Marshall aid. 

In anticipating the results of the work which is being started in Paris, one 
can discern three broad lines of demarcation in the approach of the nineteen 
participants. The first is their political differences—the fact that countries 
such as Switzerland and Belgium stand for free enterprise and, whatever the 
ostensible names of the political parties which govern them, are well to the 
right in the European alignment, while others are Socialist not only in name 
but in deed and policy. The difficulties that are likely to emerge from these 
differences can easily be exaggerated. Even the Benelux countries accept the 
role of the Government as controller of the general economic climate. Britain, 
despite its predilection for producing plans and conjuring targets, is still 
wedded to the ideals of ‘‘ democratic’ planning. The gap between these 
extremes in the European political alignment is not sufficient to preclude 
integration of general economic policy. 

The second line of demarcation is one to which reference has already been 
made, namely, the shades of difference in the philosophic approach to the 
European way of life. Crippsian austerity will definitely not pass muster over 
the greater part of continental Europe. The ultimate objective of viability 
for Europe is accepted by countries which cling most tenaciously to the antt- 
austerity school of thought. They point out that the traditional skills of 
Europe must be maintained and that in time they will provide far larger hard 
currency earnings than the savings that could be made by diverting the skilled 
resources to grosser and more immediately utilitarian occupations. They also 
argue that sight should not be lost of the importance of incentives. There are 
many continentals who plead that a little more of the gayer life in Britain 
would produce an increase in productivity which would far more than make 
good the resources diverted to produce or buy these frills of life. On this issue, 
moreover, Britain is in a somewhat equivocal position, for a great deal of 
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British export trade consists of goods which other countries would certainly 
not regard as absolutely essential. Perhaps the main argument on the side of 
the British case is that the conscious stimulation of consumption is certain to 
have a deplorable effect on the European investment programme. This is 
certainly a lesson which is being taught by the experience of Belgium, the 
country where, par excellence, the “‘ good time”’ policy has been applied. There 
can be no doubt that in that country, as in others less fortunately placed, the 
proportion of the national income going into investment is far too small. This 
fact cannot be dissociated from the “ incentives’ policy consciously pursued 
by the governments concerned. If, as is obvious, capital formation in Europe 
should be given the first priority under the European Recovery Programme, 
that fact alone must go a long way to justify the British attitude up to the hilt. 

The third, and most important, of the cleavages that divide the participating 
countries is that arising from their contrasting monetary and fiscal policies. 
Some nations in the group are in conditions of comparative equilibrium, with 
stable currencies which command a confidence sufficient to allow a reasonable 
flow of domestic savings to take place. In others, budgets are unbalanced, 
the fiscal machinery is in disarray and disrepute, there is no confidence in the 
currency, and the achievements in industrial recovery are steadily being 
undermined by inflation. Examples will suggest themselves. It is this lack of 
homogeneity in monetary conditions in Europe which probably provides the 
main obstacle to economic integration. It would not be unfair to say that the 
monetary instability in France is to-day the most urgent problem of European 
reconstruction. If the countries of Europe could all be induced to establish 
reasonable financial and monetary stability, a basis would have been laid for 
economic co-operation. At present that basis hardly exists. It is to be hoped, 
therefore, that both in the work of the O.E.E.C. and in the admonitions which 
the E.C.A. will be making to Europe, appropriate priority will be given to this 
particular issue. 

This review of the long-term plans and of their place in the work of European 
co-operation must appear highly disappointing in its conclusions. The work 
achieved hitherto in this direction will certainly fall below American expecta- 
tions, and from that point of view the shortfall may be a very serious matter. 
There is, however, a gleam of hope. It comes, not from the O.E.E.C. in Paris, 
but from the Five-Power Defence Pact recently signed in Brussels and soon 
to be widened into a North Atlantic Defence Pact with the active participation 
of the United States and Canada. If there is to be a common defence plan for 
Britain, France, Belgium, the Netherlands, Luxembourg, all kinds of economic 
consequences must follow. Decisions must be taken about the siting of arma- 
ment industries. These decisions in turn can hardly be divorced from the 
questions of the location and integration of the iron and steel industries, of 
heavy and light engineering, of shipbuilding, in the countries concerned. At a 
further remove, consequential arrangements will have to be made about sharing 
the burden of this common defence programme; and this, as Mr. Ernest 
Bevin pointed out in Parliament recently, may ultimately mean unification of 
budgets and greater inter-mixing of monetary policies. It is perhaps in these 
economic adjustments to military agreements that the most compelling impetus 
= be given to the co-operation and ultimate integration of the economy of 
“urope. 
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Canadian Dilemma 
By C. Gordon Tether 


LMOST from the Dominion’s earliest days, there has been an unusually 

intimate connexion between variations in Canadian exports and the 

national income. A high level of exports has invariably been associated 
with conditions of great prosperity throughout Canada ; depression in foreign 
trade has brought correspondingly severe contractions in business activity, 
extensive unemployment and a general lowering of standards of living. In 
the economic sphere, therefore, the pre-occupation of successive Canadian 
Governments has naturally been, first and foremost, with external trade and 
payments. In the immediate post-war period, this traditional emphasis in 
Canadian economic affairs became particularly marked, for two reasons. One 
was that the Dominion’s age-long problem of finding ways of setting off its 
favourable balance of payments with Europe against its chronic adverse 
balance with the United States was seriously aggravated by the penurious 
condition in which the war had left its European customers. The second was 
that the measures taken by the Canadian Government to contend with the 
inflation phenonemon and other post-war economic ills succeeded in establishing 
a degree of internal financial stability unsurpassed in this period by any other 
country. 

The most striking fact which emerges from an examination of recent 
economic trends in Canada is that the centre of interest has shown a marked 
shift away from external towards internal matters. Developments affecting 
the Dominion’s trade and payments are still being watched with close interest, 
not unmixed with anxiety, but they are not at the moment claiming the 
lion’s share of attention. Both inside Government circles and elsewhere the 
chief immediate concern is with the deterioration that has occurred in the 
internal financial situation as a result of the steep increase in the proportion 
of both imported and domestic output which is being absorbed by the 
construction and the capital goods industries, involving a broadly corresponding 
decline in the supply of goods available for home consumption. 

It is as well to emphasize at the outset that this switching of the spotlight 
from external to internal financial problems is probably only a temporary 
development. For the moment, the Dominion’s external payments situation 
has been given a semblance of stability, but the mere mention of the two 
factors principally responsible for this will suffice to show that the breathing 
space cannot be counted upon to endure for long. It also suggests that there 
may be a close connexion between the improvement in the external balance 
of payments and the trend towards disequilibrium in internal finances. For 
the first of these factors is the Dominion Government’s emergency programme 
for reducing the U.S. dollar deficit, by restrictions on imports of U.S. goods 
and by a special drive to expand exports to American markets ; the second 
is the inauguration of the Marshall Plan. 

Foreign trade returns show that, thanks to the prohibition of imports of 
certain classes of less essential goods and the application of quantitative 
restrictions to others, visible Canadian imports from the United States were 
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reduced to $1,323 millions in the first nine months of 1948, compared with 
$1,468 millions in the corresponding period of 1947. This reduction is, of course, 
in terms of value. In terms of volume the contraction must have been much 
more severe, for prices of U.S. goods were, on average, about II per cent. 
higher in 1948 than in the preceding year. Even more impressive than this 
progress towards bridging the dollar gap from the import end has been the 
remarkable success of the simultaneous drive for increased exports to U.S. 
markets. In the ten months to the end of October last, exports to American 
dollar destinations amounted to $1,190 millions, compared with $835 millions 
in the similar ten months of 1947. Farm products have played a surprisingly 
important part in the increased movement of Canadian goods to dollar markets. 
Thus, the expansion in U.S. purchases of Canadian live and dressed poultry 
has more than compensated Dominion farmers for the cessation of buying 
by the United Kingdom. A heavy traffic in meat exports followed the decision 
to remove, in the late summer, the embargo on beef-cattle and calf movements 
to the United States—in an effort to redirect to its traditional market the 
Canadian beef surplus, which had been diverted to Britain in 1942 as a war- 
time expedient. 

The net effect of the increase in exports and the contraction in imports 
has been to reduce Canada’s visible payments gap with the U.S. dollar area 
to an annual rate of about $355 millions from the level of $918 millions attained 
in 1947. At the same time, the Dominion has been able to secure a very near 
approach to full convertibility for the net currency proceeds of its favourable 
balance of payments with its principal customers outside the dollar area, 
more particularly the United Kingdom. In the first part of 1948 this result 
was obtained by severely restricting the extent to which European customers 
could meet their net payments to the Dominion by utilizing credit facilities 
placed at their disposal by the Canadian Government, thus forcing them to 
concede larger quantities of gold or U.S. dollars. From the late spring of the 
year a similar result arose as a by-product of the Marshall Programme. The 
decision of the European Co-operation Administration to permit European 
countries to finance approved “‘ off-shore ’”’ purchases of Canadian goods from 
their E.R.P. dollar allocations has meant, in practice, that almost the whole 
of the Canadian export surplus to Western European countries has in recent 
months been discharged in U.S. dollars—a timely development from the 
Canadian viewpoint since, in the absence of such facilities, it is quite certain 
that few European countries would have been able to find convertible currency 
y sustain any substantial net import surplus from Canada after the summer 
of 1948. 

These two factors—the Dominion’s own dollar-economy campaign and the 
advent of the Marshall Plan—transformed the external payments’ situation 
almost overnight. Helped by a modest net inflow of capital from the U.S. 
dollar area, the central reserve of gold and U.S. dollars, which in 1947 dropped 
from $1,245 millions to under $500 millions, recovered to $742 millions by 
the end of the first half of 1948. Mr. Abbott, Canadian Minister of Finance, 
has announced that by the end of September, official holdings of gold and 
U.S. dollars had risen to $855 millions, compared with $461 millions a year 
before. It is almost certain that a further advance occurred during the last 
three months of the year. 
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It is well to notice, however, that even this partly fortuitous, and perhaps 
only temporary, closing of the U.S. dollar gap has not taken place without a 
significant contraction, in real terms, of the Dominion’s total trade. Total 
imports in the first ten months of 1948 were about 1 per cent. higher in money 
terms than in the corresponding period of the previous year, but after making 
allowance for price movements in the United States and in Britain—these 
countries together supply all but a relatively insignificant proportion of total 
Canadian imports—they seem by volume to have declined by about Io per 
cent. A similar diminution in the volume of exports is suggested by the 
fact that, whereas Canadian wholesale prices during 1948 have shown an 
average increase of about 21 per cent. by comparison with 1947, exports by 
value rose by only 8 per cent. There is irrefutable evidence in these figures 
that although the Dominion’s measures to contend with the payments crisis 
were designed only to save U.S. dollars they have also tended to produce a 
substantial overall contraction in foreign trade. 

As was doubtless expected, the attempt to replace imports from the 
United States by goods originating in the sterling area and soft currency 
countries has turned out to be only partially successful. The consumer goods 
which Canada formerly purchased in the United States were found not to be 
available in Europe or, if available, they were not to be had at prices Canadians 
were prepared to pay. 

This contraction in imports of consumer goods produced by the Canadian 
Government’s external measures must obviously be of considerable significance 
from the viewpoint of the internal monetary situation. It therefore provides 
a convenient starting-point for an examination of the important internal 
economic developments in the Dominion during the past year. Had it been 
possible to maintain total imports in real terms at previous levels, oppor- 
tunities for spending in Canada would not have been curtailed by the dollar- 
saving measures and no additional stress would have been imposed upon the 
prices structure. Again, the effect of the contraction in supplies of imported 
consumer goods upon the internal monetary situation might have been wholly 

r partly neutralized had there been a further decisive expansion in home 
seedeiiion of such goods and/or a contraction in the amount of home and 
imported resources devoted to capital outlays. 

Actually, the production curve has tended to flatten out ; the expansion 
during the first eight months of 1948, compared with the similar months of 
1947, averaged only 3 per cent., compared with an increase of 10 per cent. 
throughout 1947. With technical reconversion from war production virtually 
complete and the labour force almost at the limits of full employment, the 
volume of production must presumably now tend to be limited to what can 
be achieved by technological improvements. 

While Canadian production thus appears to be approaching its ceiling, at 
least for the time being, there are unmistakable signs that the proportion 
both of imports and home production which is absorbed by the construction 
and capital goods industries has actually increased during the past year. As 
the emphasis in the Dominion Government’s restrictions on U.S. products 
was upon consumer goods, it follows that, since their general effect has been 
to reduce total imports, the proportion of the whole now represented by capital 
goods is higher than it was before. The increased flow of domestic resources 


a oh a Oa oot Bea fb ee Oe 


rs ae 


* @& 


rhaps 
out a 
Total 
loOney 
aking 
these 
total 
O per 
"4 the 
m an 
ts by 
gures 
crisis 


uce a 


n the 
rency 
soods 
to be 
idians 


adian 
cance 
vides 
ternal 
> been 
yp Por- 
jollar- 
yn the 
yorted 
vholly 
home 
ie and 


ansion 
ths of 
* cent, 
‘tually 
it, the 
at can 


ing, at 
yortion 
‘uction 
ar. As 
oducts 
s been 
capital 
sources 


CANADIAN DILEMM4 25 


into capital investment channels can be seen from the fact that, while the total 
working force showed little change, employment in the construction trades 
was running during the greater part of 1948 at about 11 per cent. above its 
1947 trend. It is estimated, furthermore, that there were 20 per cent. more 
houses under construction in the Dominion in the closing months of 1948 than 
there were a year before. 

It is questionable whether public opinion in Canada has fully appreciated 
the significance of these rising investment outlays. There is general concern 
at the apparent paradox that in the past year or so the Canadian price level 
has shown a bigger rise than occurred during the preceding eight years of 
war finance and post-war adjustment—a rise which has occurred, moreover, 
at a time when inflationary pressures in most other countries are tending to 
abate. Canadian opinion, generally speaking, seems to attribute this develop- 
ment to the progressive removal of price control from 1947 onwards, and 
appears to have overlooked the basic cause, which should be sought rather 
in the encroachment of rising demands for capital investment upon a limited 
supply of available resources. There are, in fact, many indications that the 
Dominion is beginning to suffer from a money-goods gap of the type familiar 
in European countries during the past few years. 

The total note circulation increased by $94 millions to $1,180 millions in 
the year to September last. In the preceding twelve months the rise was only 
$9 millions. Banking figures have shown an even more substantial expansion. 
The Canadian deposits of the chartered banks rose by $568 millions to $6,830 
millions, or by g per cent., in the year to end-September, an increase nearly 
four times as great as that in the preceding year. As might be expected, 
much of the increase in bank resources reflects the provision of finance for the 
capital development programme. Thus the loans of the chartered banks rose 
by $150 millions, to $1,931 millions, in the twelve months to the end of 
September. Of the increase of over $200 millions in security portfolios, 
doubtless a large part also reflects indirect financing of industry, through the 
absorption by the banks of Government stock sold by industry to meet capital 
outlays. 

These trends, viewed against the background of the present external 
payments position, raise a presumption that private savings in Canada, even 
when aided by the substantial amount of “‘ forced saving’ produced by the 
Government’s policy of budgeting for a large surplus, are insufficient to sustain 
a capital investment programme of present dimensions without giving rise to 
inflationary stresses. It has been suggested that one way out of this difficulty 
would be for the Dominion Government to relax the restrictions on imports 
of U.S. consumer goods now that the central exchange reserve has recovered 
to well above the critically low point reached last year. Discussion of this 
proposal inevitably brings one back to the point made at the beginning of this 
article—that the present semblance of strength in the Dominion’s external 
payments cannot be counted upon to prove anything more than a temporary 
phenomenon. To begin with, there is no certainty, even in the short run, that 
the indirect ‘‘ Marshall”’ relief for the Dominion’s U.S. dollar position will 
continue on the present scale beyond the middle of 1949. Indeed, the American 
authorities have hinted that a condition of future U.S. approval of “‘ off-shore ”’ 
purchases of Canadian goods with Marshall funds might be the provision of 
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Canadian assistance to Europe through credits to E.R.P. countries and 
possibly, at a later stage, through free deliveries of defence material. Moreover, 
as and when commodities are declared to be “in surplus’’ in the United 
States, “‘ off-shore’ purchases of these goods in Canada are automatically 
barred by the E.C.A. Act, even though Canadian producers may be quoting 
lower prices than their American rivals. Mr. Gardiner, Dominion Minister for 
Agriculture, pointed out in a recent speech that the ban on the use of E.C.A. 
dollars for ‘‘ off-shore ’’ purchases has already made it impossible for Canadian 
farmers to sell their linseed, beans and other products, although consumers 
elsewhere are paying prices 50 per cent. above those ruling in Canada. 

It would seem, therefore, that Canada must resign herself, even during the 
currency of the Marshall Plan, to the need to resume unrequited exports and, 
in all probability, to a decline in the amount of convertible exchange she can 
derive from her favourable trade balance with Europe. The post-Marshall 
prospect is even more disturbing. As Canadian ministers have noted, one of 
the main objects of E.R.P. is, in effect, to bring about a reduction in purchases 
by European countries in the Western Hemisphere. Thus, even if Canada’s 
customers in this part of the world have managed to equip themselves by 
1952-53 with convertible currencies, the trading surplus with the non-dollar 
world may yield a far smaller quantity of free exchange to close the Dominion’s 
own hard currency gap than it does at present. Even the increase in exporte 
to the U.S. dollar area does not, on close examination, appear to offer quits 
such a complete solution for the Dominion’s payments problem as is often 
claimed ; for experience has shown that the U.S. market is apt to vary widely 
with the general state of business. Imports from Canada may be small in 
relation to total U.S. production, but resistance to them tends to become 
intense in times of surplus and falling prices. Canada is therefore liable to 
find this outlet for her produce blocked just when she most needs it. 

It is, in short, unfortunately all too clear that the Dominion’s exte nal 
economic prospect is, on a short view no less than on the long, as obscurerand 
as fraught with peril as ever. This being so, the present dilemma of the 
Canadian Government is readily apparent. It has the option of easing the 
pressure upon the internal economic situation by relaxing restrictions on 
imports, knowing that by doing so it will weaken the Dominion’s ability to 
help European countries by furnishing credit facilities or by other means, 
and perhaps will undermine its own resistance to the difficulties which may be 
in store. Or it can maintain its present payments’ policy and concentrate its 
energies upon containing the inflationary stresses generated by the capital 
investment boom. There can be little doubt that the second course will serve 
the best interests of Canada in the longer run. Whatever success attends the 
drive to obtain permanent markets in the United States, however great the 
expansion in import-saving production within Canada, markets for the bulk 
of the Dominion’s primary produce, readily accessible in bad times as well as 
in good, will remain in Europe. If those markets are lost, Canada’s prosperity 
will inevitably suffer. Canada has therefore a major interest in European 
recovery. The best way in which she can assist that recovery is by providing 
such financial assistance as she can afford to European countries and by 
shielding, so far as she reasonably can, their exports to Canada from the fierce 
blast of American competition while they are in process of establishing them- 
selves in the Canadian market. 
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South Africa’s Crisis 
By a Special Correspondent 


HE economic situation in South Africa continues to deteriorate. That, 
Ts least, is the only conclusion that is permissible from the latest available 

statistics—always inadequate and never up to date. There now seems 
a real danger that the import restrictions and the other efforts so far made to 
curtail the drain on gold and sterling reserves have come too late to be really 
effective. Dr. de Kock, the Governor of the Reserve Bank, stated in his 
economic report of December 17 that it may even be necessary to allow the 
reserve ratio of gold to fall below the new legal minimum of 25 per cent. 
Although the general tone of the report was one of restrained optimism, 
Dr. de Kock stressed the urgent need to curb inflation by restricting bank 
credits to essential industries only, and he has warned the country once more 
of the seriousness of the economic crisis which is developing. In the absence 
of overseas capital, particularly from hard currency countries, the economy 
would be “‘ unnecessarily ’’ dislocated. Moreover, devaluation would not offer 
any solation.* 

The Minister of Finance, Mr. Havenga, possibly an unconscious victim of 
the statistical time-lag himself, has tried to restore confidence by claiming that 
the Union is once more experiencing a net inflow of British investment funds. 
It appears from cabled summaries of a new survey of the Union’s balance of 
payments in the first nine months of 1948 that Mr. Havenga’s assertion 
must have been based upon the estimate that over this period the Union’s 
capital account with the sterling area showed net borrowings of £75 millions. 
But the whole of this sum—and probably even a larger sum—must have come 
in during the first five months of the year, before Dr. Malan’s victory at the 
elections. And since end-May the Reserve Bank’s holdings of foreign exchange 
(mainly sterling) have fallen by £39 millions. If, as Mr. Havenga suggests, 
there has been some turn in the tide of investment funds in the recent past, it 
must have been a very modest movement ; for the decline in sterling holdings 
since end-September has amounted to {12 millions. 

Unfortunately, no direct estimates are available of the rate at which the 
Union’s external deficit is running now. The survey mentioned above put the 
sterling deficit on current account for the nine months at {£60 millions and the 
non-sterling deficit at £134 millions, excluding gold. On these figures, therefore, 
the drain on non-sterling reserves has been running at an average rate of some 
£7 millions a month in excess of current gold output. It has been financed 
during the nine months by using {10 millions from non-sterling balances, by 
£91 millions of net direct payments to the United States involving sales of 
gold, and by £33 millions of non-sterling payments made indirectly through 
London. Of these indirect payments, only £24 millions had by end-September 
been financed by the requisite sales of gold to the Bank of England. 

As yet, the huge strain on reserves shows no signs of abating. Although 
there was a brief recovery in the South African Reserve Bank’s sterling holdings 
at the end of October and again at early December, these gains apparently 
reflected merely the monthly sales of gold to the Bank of England to meet the 


*A more extended account of Dr. de Kock’s report, published just as THE BANKER was 
§oing to press, will be found on pages 52-53. 











28 THE BANKER 


Union's foreign exchange payments effected through London. By December 10 
the total of foreign e xchange and gold reserves was down to £86.2 millions—a 
fall of nearly {19 millions in five weeks. Gold reserves alone had by that date 
fallen to {44 millions, representing a drop during the same weeks of {12.5 
millions, and one of £53 millions since end-May. Meanwhile, production of 
gold itself is running at only a little above the low level to which it had fallen 
by 1947. Output in that vear totalled 11.2 million ounces, in contrast with 
14.4 million ounces during the peak year, to4t. Production for the first nine 
months of 1948 was 8.7 million ounces, i.e. 11.6 millions per annum. 

The grim lesson of these figures is readily apparent. It must be true, of 
course, that the import restrictions so belatedly imposed early in November, 
with effect from July 1, have not yet had time to reflect themselves fully in 
current payments. There is no doubt, too, that throughout the summer fears 
of impending restrictions led to heavy forestalling by U nion importers ; and 
payments for these inflated purchases have probably been distorting the figures 
of reserves in the past few months. The ae of these factors cannot be 
assessed precisely, but it would be unwise to deduce that any marked slackening 
of the strain is likely to occur after they have exhausted themselves. The 
urgency of the need for buttressing the reserve position is underlined by the 
fact that the South African Government has just purchased £2} millions of 
the £6} millions of dollars which it is entitled to buy from the I.M.F. 

Even more so in South Africa than in other countries, economic policy is 
governed by political considerations. Thus, although the Smuts’ Government 

must have been aware towards the end of its term of office that the volume of 
imports was increasing far beyond the prudent limit, they were clearly not 
prepared in an election year to introduce “ austerity ’’ measures. Similarly, 
when Dr. Malan’s Government came into power last May, they, too, were 
anxious to placate a particularly suspicious business population and refrained 
from introducing the drastic controls which were then already necessary to 
stop the drain on reserves. Even the measures which were belatedly taken in 
November are far from adequate to meet the situation. As it is, Dr. Malan 
has angrily protested that Opposition “‘ propaganda’’ has made British 
investors fight shy of investing more capital in South Africa. 

But in fairness to both political parties, South Africa’s economic problem 
is not simply how to reduce the import of luxuries. The net inflow of capital 
during 1947 stimulated a large growth of secondary industries which, together 
with those industries which were developed during the war, have created a 
demand for raw materials and machinery. This dem: and cannot very well be 
cut without causing widespread unemployment and without curtailing produc- 
tion of the very goods needed to make the cuts possible. Imports for secondary 
industries in 1947 amounted to {90 millions out of a total of £295 millions. 
Obviously, there is much slack which can be taken up without real harm to 
anybody, but it is doubtful whether the resulting residue of “ essential” 
imports will nevertheless be covered by exports and by the rapidly dwindling 
gold and sterling reserves. 

Another unhealthy trend in South Africa’s foreign trade since the war has 
been the change-over from sterling to non-sterling markets as the chief source 
of imported goods. With the exception of one break, in 1941, Britain has been 
the principal supplier to South Africa since 1910. In 1947 British exports to 
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South Africa, although a record at {91.8 millions, were some way behind 
exports from the North American continent, which supplied {120 millions of 
goods (£104 millions from the United States and £16 millions from Canada). 
Apart from her relatively small withdrawals from the sterling area dollar pool 
—which source of dollar aid is, of course, no longer available to her—South 
Africa has had to pay for these dollar purchases in gold. The estimates for 
non-sterling imports in 1948 are larger still, and amount to £250 millions, more 
than twice the value of non-sterling imports during the previous year and 
roughly equivalent to the value of two and a half years of gold production in 
the Union. 

In spite of the sorry state of affairs which these figures reveal, Mr. Havenga 
had apparently hoped, first, that the flow of imports would diminish as the 
arrears of war-time demand were made good and, second, that once imports 
had got back to normal, he would be able to cover the deficit from the proceeds 
of current output of gold and from the expected net inflow of foreign investment 
funds. In fact the flow of imports increased ; gold production remained at 
its present low level; and, partly as a result of uncertainty about the 
Nationalist Government’s political intentions, the inflow of foreign investment 
capital fell off sharply—it was in any case very unlikely that it would continue 
at the unprecedented rate of 1947, when the total net influx was estimated 
at £150 millions. 

It would be incredible that any Minister of Finance, let alone Mr. Havenga, 
whose belief in conservative economic principles is well established, could have 
continued to rely on such flimsy grounds for believing that the situation 
would right itself were it not for the paucity of, and delay in, publication of 
South African statistics. Current trading accounts are as much as three 
months behind, while many figures for the last two years of the war have still 
not materialized. It is possible, therefore, that Mr. Havenga simply did not 
know what was happening, though the few statistics which are kept up to date 
—notably Reserve Bank figures and gold production figures—should have 
been a clear indication of the trend of events. He was given a firm enough 
warning at the end of July by Dr. de Kock, the Governor of the Reserve Bank. 

The measures which the Nationalist Government have taken have been 
founded on the policy of putting off import control as long as they could. 
They appealed for the voluntary curtailment of imports; they reduced the 
statutory minimum of the Reserve Bank’s gold cover from 30 to 25 per cent., 
and greatly relaxed the formula by which it is computed, in order to release 
more gold for purchases from the non-sterling areas ; they called for, but did 
nothing to ensure, a greater volume of internal savings to make good the gap 
caused by the sharp decline in overseas capital; and they contended that 
the fact that an £80 million gold loan had been made to Britain was proof 
that the present deficit with the sterling area was not serious—although that 
deficit is now officially estimated to be running at an annual rate of just about 
that figure. When at last Mr. Havenga was forced to impose import controls 
in November, he still persisted in saying that they were merely emergency 
measures and that they must be supplemented later by positive action. He 
has announced his intention of trying to increase the output of gold and other 
exports, while restricting capital expenditure internally. 

These remedies, of which there is still no sign, would be on the right lines ; 
but they will not be easy to put into practice. The older gold mines are having 
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an uphill struggle agninat costs and taxation in their efforts even to maintain 
the present level of production. The new mines in the Free State are not yet 
in production, and they will require much capital. Secondary industries are 
also suffering from high costs, and they too will require more capital and more 
imported goods to keep them going. Labour is not so plentiful as it was nor 
so willing to work. The former migration of natives from Southern Rhodesia 
to the Union, for example, has been reversed. The pressure of inflation shows 


little sign of abating, the cost of living is still rising, and valuable labour and 


materials are being attracted from the mines to consumer industries. Moreover, 
confidence in the Government is at a low ebb. 

What, then, is likely to happen ? The answer is to be found in the political 
rather than in the economic field. No Government so partisan as the present 
or so dependent on an easy-going public as the Smuts’ administration will 
risk the rigorous measures which are so urgently needed. The balance between 


the Nationalist and the United Parties is so even that the swing of only a | 


few thousand irresponsible voters, conscious only of the present and not of 
the immediate future, would put either out of power. The strong hints, there- 
fore, that Mr. Havenga is seriously thinking of deserting Dr. Malan and of 
taking his Afrikaner party, which holds the balance in the South African 
House of Assembly, over to General Smuts is particularly welcome. Only a 
coalition of English-speaking and Afrikaans-speaking parties could be certain 
of enough support in the country to push through a sufficiently austere economic 
programme. It is believed that negotiations between General Smuts and 
Mr. Havenga are proceeding well. Paradoxically, they have been made easier 
by the tragic death of that great South African, Mr. J. H. Hofmeyr, who was 
the appointed successor to General Smuts and who persistently opposed any 
union with the Afrikaner party because of his passionate distaste for its native 
policy. It would be rash to forecast the result of these negotiations, but if they 


are successful, it is probable that Mr. Havenga rather than General Smuts ; 


will emerge as the new Prime Minister. A general election would be necessary 
to ensure public support for the new Government and only then would it be 
possible to judge whether South Africans would be prepared to accept an era 
of austerity. 

The economic ills of South Africa lie deep. The over-dependence on gold 
and on an inexhaustible supply of cheap labour have led to a careless assump 


tion of perpetual prosperity. Successive Governments have done little to} 
improve the situation and have apparently believed that every blow of bad | 
luck could be met by bigger and better taxes on the mines. The result has been 


to make the South African economy hopelessly top-heavy. South Africa is one 
of the few countries where Government enterprise is essential in developing new 
regions where immediate returns for capital expenditure would not be forth 
coming. Private capital has done its best, but the natural obstacles of the 
country and the small domestic market—kept small by the very cheapness of 
the labour—have made progress difficult. Faced now with an economic crisis 
as least as serious, relatively speaking, as Britain’s crisis last year, the outlook 
for South Africa is bleak. The neglect of the past thirty years cannot quickly 


be put right and drastic measures are needed. But the real trouble is not’ 


simply that they must be drastic, but that neither Government nor public 
seems in the mood to face them. 
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Inflation in New Zealand 
A Background Study 
By a Special Correspondent 


HE recent appreciation of the New Zealand pound to parity with sterling 
| tas drawn attention to the Dominion’s particular form of the almost 

universal problem of inflation. It is not, indeed, a unique form. New 
Zealand felt all the now familiar effects of war-time demand and expenditure 
upon a primary-producing economy, and sought to keep the resultant inflation 
in check mainly by physical controls and rationing and by price controls 
combined with subsidies. Beyond doubt, the motive behind the exchange 
appreciation, like the similar moves by Canada and Sweden in 1946, was the 
desire to reduce the rising pressure against this rather artificial structure of 
domestic prices and subsidies. 

The economic problem which New Zealand faced this summer, and faces 
now, cannot be assessed, therefore, merely by examination of recent trends. 
It needs to be seen against the background of the whole war-time inflationary 
phase. This article seeks mainly to fill in the salient features of this background, 
and then to survey briefly some fundamental aspects of the present scene. 

New Zealand’s record in the field of war finance was a good one. The 
contrast with World War I is striking. Then, expenditures were financed 
entirely by loans, one-third of which were external. In World War II, on the 
other hand, some 65 per cent. of the £NZ640 millions raised for war expenditure 
came from current revenue. Not only was no new overseas debt incurred, 
but over {NZ45 millions of old debt was repaid in England. Furthermore, 
there was little resort to the banking system for loans. Nevertheless, the 
relatively large expenditures occasioned by the war completely transformed 
the position of public finance in the economy. By 1945-46, State expenditure 
had reached a figure of {NZ213 millions, equivalent to 70 per cent. of net 
personal incomes. In 1938-39, the corresponding proportion was only one- 
quarter. Taxation had risen from £NZ23 to £NZ67 per head and the public 
debt from £{NZ187 to £NZ355 per head. 

Naturally, this state of affairs was not allowed to pass without criticism. 
It has been argued, for example, that the burden could have been eased 
appreciably if the Government had effected economies and had endeavoured to 
limit the expansion in civil service personnel. Nor is there any sign that the 
Government is contemplating very much reduction in the level of expenditure 
reached during the war years. Defence expenditures are down (there was a 
fall of {NZ85 millions in 1946-47), but social security expenditure has been 
increased (to some £NZ4o millions), public works expenditure by {NZ14 millions 
and ordinary expenditure by {NZ38 millions. In consequence, the taxpayer has 
experienced very little relief and, despite apparent concessions, taxation per 
head has fallen only slightly. Between 1945-46 and 1946-47, it fell from 
£NZ67 to {NZ63 per head. It may be argued that high taxation is a necessary 
anti-inflationary device, when moneys are being applied to a reduction in 
outstanding indebtedness (though even then there is the question of incentive 
to consider), but there has been very little of that in New Zealand. In addition, 
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Government expenditure has made heavy demands on the not unlimited 
labour force ; the critics have argued that one-quarter of the working popula- 
tion in Government employment is more than New Zealand can afford in 
existing circumstances. 

So much for public finance, which may be described as the active source 
of war-time inflation. Evidence of serious inflation is not lacking in other 
fields. Since 1938, the volume of money in New Zealand has trebled. By 
contrast, the volume of production had increased by 1946 by only Io per cent., 
despite a 2 per cent. increase in the labour force ; and most of the additional 
production had been absorbed by exports. Imports (in real terms) had fallen 
very much below their pre-war levels, and in consequence the volume of goods 
available for consumption fell by some 11 per cent. as compared with pre-war 
days. Given this considerable increase in the volume of money and the sub- 
stantial decline in the goods available for purchase, difficulties were bound to 
arise ; they have affected almost ev ery aspect of New Zealand’s economic life. 

Much of this disturbance could be attributed to external factors. The 
impossibility of spending more than a portion of her overseas receipts on 
imports gave New Zealand a succession of favourable trade balances. It has 
been estimated that this factor was responsible for 78 per cent. of the increase 
in the volume of money during the war years. State borrowings from the 
banks were calculated to add another 12 per cent., and the remaining 10 per 
cent. was due to private credit expansion by the trading banks. 

When war broke out, New Zealand had still not recovered from the exchange 
crisis of 1938, when her sterling funds had sunk to the dangerously low level 
of £NZO6.8 millions. However, the war-time demands of Great Britain (and 
the high prices she was prepared to pay) rapidly increased New Zealand's 
export receipts, while her inability to import kept the value of imports (ex- 
cluding lend-lease) more or less stable—despite a 50 per cent. rise in import 
prices. The result was a cumulatively favourable balance of payments which 
raised sterling funds to well over {NZ1o00 millions. Even the repayment of 
£NZ45 millions reduced the size of these balances only temporarily ; by 1948 
they were again moving upwards. 

This growth in sterling balances made possible the recent appreciation in 
the external value of the New Zealand pound ; but it was not the reason for 
this move. That must be sought in the impact of rising import costs upo 
domestic prices. One of the disturbing features of the war and post-war 
period has been the marked deterioration in New Zealand’s terms of trade 
In 1946, the ratio of export to import prices stood at only 79 per cent. of the 
1938 level. There has probably been some improvement since then, for export 
prices seem to have moved up rather more sharply than the prices of imports 
Meat prices, after a moderate post-war rise, have tended to lag, however, # 
have also the prices of dairy products ; and New Zealand depends to a cot 
siderable extent for her prosperity upon these two groups of products. Wod 
prices have moved up rather more sharply, but it must be remembered that 
New Zealand is not a large-scale producer of the finer types of wool and he 
wools have not shared in the upward movement of wool prices to the samt 
extent as have those of Australia, though there are signs now that the gap 
between the prices being paid for merinoes and crossbreds may be narrowing 

In addition, there is less emphasis on wool production in the New Zealani 
economy than in the Australian. If we might generalize the position, Ne# 
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Zealand export prices have rather more than doubled since 1938, and the rise 
has been particularly marked since mid- 1947. Prices of imported items have 
also roughly doubled. In Australia, export prices (including gold) have more 
than trebled since pre-war days and import prices have doubled. Thus, 
despite some recent improvement, New Zealand is still relatively worse off 
than Australia. 

What, now, were the effects of these changes in the external balance, and 
of war finance, upon the internal economy ? It should be remembered at the 
outset that inflation: ry borrowings from the banks had been one of the major 
causes of the 1938 exchange crisis. Up to 1942, the Government continued to 
borrow in this way to finance the war ; by 1943 approximately {NZ25 millions 
had been borrowed from the Reserve Bank and {NZ23 millions from the 
trading banks. By then, however, inflationary pressures were becoming 
serious, and the Government summoned a Stabilization Conference to devise 
agreed measures of restraint. Its chief features were price control, stabilization 
of wages and salaries, subsidies on essential cost of living items and the key 
items in costs, and a number of measures to stabilize farmers’ incomes. The 
Government agreed to restrict its borrowings from the banks and by 1946 
had repaid nearly {NZ12 millions of these loans. Financial controls were 
imposed and administered mainly by the Reserve Bank. The most important 
of these were, first, the requirement that all exchange receipts should be 
placed at the disposal of the Bank and that all external payments had to be 
licensed by it; and, second, the control of trading bank advance policy by 
means of confidential directives. This, indeed, appears to have been the chief 
weapon of credit control, since the actual cash reserves of the trading banks 
had grown to over seven times their statutory minima. 

Price control was established early in the war, but was only partially 
effective. Largely because of administrative difficulties, it became virtually 
a cost-plus system. It did, however, restrain the rise in prices, as is indicated 
by the fact that the wholesale price index for locally produced goods rose only 
21 per cent. from 1939 to 1946, as compared with a rise of 82 per-cent. in 
import prices. Similarly, the ‘ stabilization ’’’ of wages involved an attempt 
to prevent wage rates from rising ; but, notwithstanding some success in this 
field, the aggregate wages bill rose substantially, owing mainly to the war- 
time increase in overtime worked. By 1946, aggregate salaries and wages 
were 40 per cent. above the 1942 level. Nor were wage rates completely stabi- 
lized, since for every upward movement of 2} per cent. in the War-time Price 
Index, the Arbitration Court was to issue a general order to adjust wage rates 
correspondingly. On a base of 1926- 30 = 1,000, the wage rate index for all 
industrial groups combined was 1,100 in 1939, 1,222 in 1942, and 1,434 by 
1946. Then, with the withdrawal of certain subsidies on ‘‘ essential items ”’ 
in the cost of living index and the empowering of the Arbitration Court to amend 
existing awards to correct “‘ disparities ’’ in wage levels, a more noticeable 
upward movement took place. By June, 1948, the wage index had climbed 
to 1,576. Certain changes also took place within the wage structure, in favour 
of the more militant trades unions. As a result, exceptionally heavy gains 
were made by the water transport workers, land transport workers, and miners. 
Indeed, the water transport workers have moved up from tenth to first place 
among the fourteen industrial groups covered by the index. 

Reference was made earlier to the efforts made to stabilize farmers’ incomes. 
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Of these, the most important measures were the control of payout prices and 
the freezing of a portion of export receipts. Since 1936, dairy products have 
been exported by the Marketing Department, which provided a guaranteed 
price scheme for these products, a procedure which became generalized to 


t 


include meat and wool when bulk purchase agreements were entered into by | 
the United Kingdom on the outbreak of war. The broad principles of the | 


stabilization scheme were to restrain the growth of farm incomes by limiting 
rises in payout prices to actual increases in costs and by setting up stabilization 
funds for dairy products and meat to absorb the excess receipts and to meet 
the cost of subsidies on producers’ costs. Despite these measures, up to the 


end of 1945 gross farming income had risen at about the same rate as total | 
export receipts. Farm production, considered as a whole, has, however, been | 


rather stagnant. In common with other producers, the farmer has had to 
contend with the scarcity of labour and rising costs, and, in addition, he has 


had to face special difficulties due to the heavy falling off in imports of fertilizer | 


and fencing wire. The figures tell their own story. Meat output has risen 20 
per cent. and wool production by 10 per cent., but these gains have been 


almost entirely at the expense of dairy and wheat production. The output of | 


butterfat fell by 20 per cent., the pig population 25 per cent., and wheat 
production by over Io per cent. So that there has been scarcely any net gain. 

On the other hand, the manufacturing industries made rapid progress 
during the war. This development had begun in 1938, when import control 
first offered secondary industry an inducement to expand; it was strongly 
encouraged during the war years by the dearth of overseas supplies and by 
the stimulus of military orders. Nearly one-quarter of this expansion has 


taken place in the processing industries and the rest in what may be called | 


“true” secondary industries. Indeed, since 1938, ‘‘ true’ secondary indus- 
tries have increased their labour force by over 16 per cent. and have double 


the average percentage of advertised vacancies. Of a total labour force of | 
729,000 (as at October, 1947), some 213,000 were employed in secondary | 


industry (including building and construction) and 112,000 in distribution 
and finance, as compared with 181,000 in primary industry. 

Perhaps the most general symptom of suppressed inflation in New Zealand 
is the scarcity of labour. The shortage of men is most apparent in the engin- 
eering and metal trades, transport and communications, and building and 
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construction. But this shortage is not nearly so acute as that of female labour. 
During the war years, the female labour force expanded from 180,000 to 
220,000. Since then it has fallen to just above the 1939 level. The shortage 
is common to all the light manufacturing industries, but is particularly acute 
in the clothing trades, which require 36 per cent. more women workers than 
they can get. 

As elsewhere, labour shortages have been the occasion for much labour 
indiscipline. For males, the average annual turnover has been about 36 per 
cent. and for women about 56 per cent. In addition, there has been much 
inefficiency and absenteeism. Industrial disputes have increased, despite 
the elaborate arbitration and conciliation machinery and the fact that strikes 
are illegal. The Government has been virtually powerless when faced with the 
demands of such powerful unions as the watersiders and the coalminers. In 
1945, almost twice as many working days were lost in industrial disputes as in 
1938. Some improvement occurred before the elections in 1946, but part of 
this gain has since been lost. There is no simple remedy for the labour shortage. 
Various schemes have been proposed, but none of them is likely to have much 
effect until the evils of suppressed inflation have been removed. 

Outwardly, New Zealand continues to experience a period of prosperity, 
but there are several signs of weakness which are causing grave concern. 
National and private incomes are at high levels—net national income has 
risen from £NZ193 millions in 1938-39 to £NZ422 millions in 1947-48—but 
there is little evidence that the Government is taking measures to protect the 
country against the effects of a possible recession. it is true, of course, that a 
measure of stability has been conferred on primary producers by the recent 
seven-year agreements with the British Government for the purchase of 
surplus meat, butter and cheese ; and it is true, too, that export prices, despite 
their large rise, have generally been below world levels. But the possibility 
that the country will sooner or later have to face a diminished return for its 
exports must not be too heavily discounted. 

For this reason, business men and others have been urging on the Govern- 
ment the importance of building up external reserves for use in cushioning the 
effects of any fall in overseas prices. It has recently been emphasized, too, 
that in judging the adequacy of reserves which look impressive by past 
standards, insufficient attention is often given to the effects of the steep rise 
in import costs. When arrears of demand are taken into account, it is clear 
that, to be adequate now, the reserves must be substantially more than twice 
what was considered an adequate level before the war. To some extent, the 
position may be buttressed by the increased prices for primary produce which 
it is expected will be negotiated during the next season. In spite of this, 
there is a real danger that the country’s sterling assets may prove insufficient 
to meet future needs. Although there have been some signs lately that local 
spending demands have slackened, it is clear that the pressures in the economy 
as a whole are still excessive. So long as the inflationary potential is not 
removed by monetary or fiscal action, the Government is obliged to rely upon 
continued physical control—and this, as experience in Britain shows, tends to 
become an increasingly unreliable instrument. Sooner or later, it seems, more 


orthodox measures will be needed, to remove the inflationary pressure at its 
source, 
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Bankers and N egotiable Instruments 
I— The Attributes of N egotiability 


In this series of articles, Mr. R. W. Jones will survey in turn the principle o/ 
negotiability and its evolution as a practical and legal concept ; the character of 
negotiable instruments ; and the problems of law and practice to which they perennially 


give rise.—ED. 
By R. W. Jones 


BANKER constantly dealing as he does with the payment and collection 
Ac cheques—these activities being his distinguishing function—lives and 

moves in an atmosphere of negotiability. It is true that the commercial 
bill of exchange enters little into daily banking practice except where foreign 
transactions are concerned, but in the hierarchy of negotiable instruments the 
cheque ranks equally with other types of bill of exchange, and scattered 
through the Bills of Exchange Act of 1882 are many provisions that apply 
equally to cheques as to other bills of exchange. 

It has been urged from time to time by responsible observers that the 
cheque in the modern business world is obsolete and is likely to fall into 
desuetude even as the commercial bill of exchange has tended to do. There 
is to-day an increasing multitude of orders for the payment of money addressed 
by customers to their bankers which are really hybrid documents. There is 
what is colloquially called the conditional form of cheque, payment of which is 
dependent on the completion of a receipt by the payee, and there are the 
numerous documents issued by Public Authorities and Government Depart- 
ments that have supplanted the cheque proper. Nevertheless, the cheque 
as such continues to function as the common medium for paying debts, and 
the ingrained hesitancy to make any violent or radical change in our national 
habits may well preserve its pride of place for generations to come. 

The word “ negotiable ”, it must always be remembered, has a technical 
meaning when used to describe certain mercantile instruments. It is often 
wrongly regarded as synonymous with “ transferable ’’. But whilst it is true 
that all negotiable instruments must of necessity be transferable, not all 
transferable instruments are negotiable. 

What then are the distinguishing qualities of a negotiable instrument ? 
They are three, and unless all are present the instrument cannot correctly be 
described as fully negotiable. The first test to which a negotiable instrument 
must respond is that the property in it—that is the legal ownership—must be 
capable of transfer by mere delivery ; that is to say, by the physical act of 
handing it over, without any ancillary document of transfer. If the instrument 
is payable to order, indorsement will be required as a preliminary to delivery ; 
but the need for this does not, of course, deny to the instrument this first 
attribute of negotiability. 

This ease of transfer of ownership may be contrasted with the mechanism 
of the transfer of registered stocks and shares. Here mere handing over of 
the relative certificate will not suffice—a document of transfer must accompany 
the delivery of the certificate and, in addition, the transfer of ownership is 
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not complete until it has been recognized by the company concerned by an 
entry in its register. 

The quality of transferability of ownership by mere delivery is not, of 
course, confined to negotiable instruments. Goods and chattels and the docu- 
ments of title thereto can undergo a change of ownership by simple delivery, 
whether actual or constructive. But such types of property do not share the 
second and distinguishing note of negotiability—namely, the vesting of a 
complete, independent and indefeasible title in a person who takes the instru- 
ment honestly, for value, and without notice of any defect in the title of the 
person who transferred it to him. A transferee who fulfils these conditions 
acquires a paramount title against the world, including the original rightful 
owner 

This second test of negotiability deserves careful contemplation, for it 
relates to an attribute possessed by no other type of property, and one which 
permits the rights of the true owner to be overridden and ignored, provided 
certain conditions are fulfilled. First, it is necessary that value must be given 
for the instrument—not necessarily full value, although the giving of con- 
siderably less than the face value might create doubts about the satisfaction 
of the second condition, that the transferee shall act in good faith. Thirdly, 
at the time of taking the instrument, the transferee must have no notice of 
any defect in the title of the transferor. 

Notice, in this context, requires careful definition. There are two kinds of 
notice—actual and constructive—but in the case of negotiable instruments 
only actual notice has any effect. The question is not what one ought to have 
known if one had made enquiries, but what actually comes before one’s eyes. 
A little consideration will show the reason for this rule. Negotiable instruments 
are the mechanism of business and commerce, and speed is the very essence of 
dealing with such documents. If a person taking a negotiable instrument 
were put under the necessity of enquiring about its antecedents, of cogitating 
about its history, of investigating the right of the transferor to pass on the 
instrument, the whole course of business would be slowed down intolerably. 
Here, therefore, the transferee is concerned not with what would come to his 
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notice as the result of cross-examination and enquiry, but with what is revealed 
on the surface of the transaction, as it were. Lord Herschell in London Joint 
Stock Bank v. Simmons (1892) (A.C. 201) said on this point: “I should be 
very sorry to see the doctrine of constructive notice introduced into the law 
of negotiable instruments ”’. 

In Lloyds Bank Ltd. v. Swiss Bankverein (1912) (107 L.T. 309), Lord Justice 
Farwell said: ‘‘ The equitable doctrines of constructive notice are common 
enough in dealing with land and estates, but there have been repeated protests 
against the introduction into commercial transactions of anything like an 
extension of those doctrines, and the protest is founded on perfect good sense. 
In dealing with estates in land, title is everything and it can be leisurely investi- 
gated. In commercial transactions possession is everything and there is no 
time to investigate title ; and if we are to extend the doctrine of constructive 
notice to commercial transactions we should be doing infinite mischief and 
paralysing the trade of the country ”’. 

Negligence, it must be emphasized, has nothing to do with the case, and 
the want of care of a party taking a negotiable instrument does not fix him 
with notice of the defective title (if such it is) of the person transferring it to 
him. But this does not give carte blanche to a person acquiring a negotiable 
instrument to shut his eyes to the plain stark truth, for if there is any suspicious 
element in the transaction, the taker of the instrument is not acting in good 
faith if he shuts his eyes to the facts before him and brushes the suspicions 
aside without further enquiry. 

This, then, is the second hallmark, the crowning glory so to speak, of 
negotiability : that an honest transferee for value acquires an absolute title 
to the instrument regardless of prior defects of title of which he had no actual 
notice. 

This feature has been jealously confined to the category of negotiable 
instruments. As already noted, it does not apply to goods and chattels. A 
person having no title or a defective title to such property cannot confer a 
good title on his transferee. Whilst the Sale of Goods Act, 1893, makes certain 
exceptions from this rule, it contains nothing that invests goods and chattels 
with the quality of negotiability. It is true that by S. 22 of the Act an honest 
buyer without notice acquires in market overt a good title to goods, but by 
S. 24 of the same Act where the goods have been stolen and the thief is prose- 
cuted to conviction the legal ownership in the goods re-vests in the original 
rightful owner—despite any intermediate dealings in them, whether by sale 
in market overt or otherwise. 

The third feature of a negotiable instrument is that it contains a right of 
action in itself. The holder of it has the right to sue in his own name ; he is not 
dependent on someone else’s title. The burden of proof is not upon him to 
demonstrate his rights in the instrument : the other party seeking to avoid it 
must show cause why the bona fide holder for value without notice should not 
be entitled to the benefit of the contract contained therein. 

Sir John Paget has pointed out, however, that this third feature of negoti- 
ability—the right of the bona fide holder for value to sue in his own name, is 
absent from a certain type of bearer bond that is otherwise recognized as 
negotiable. He had in mind bearer bonds issued in this country by agents of 
foreign governments. No one, a bona fide holder for value not excepted, can 
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sue the foreign government on such bonds. An action cannot be brought in 
the English courts against another sovereign state. 

The person rightfully in possession of a negotiable instrument is known in 
law as a “ bona fide holder for value without notice ’’. In regard to the particu- 
lar kind of negotiable instrument known as a bill of exchange, the draftsman 
of the Bills of Exchange Act mercifully coined a less cumbersome phrase to 
describe such a person—holder in due course. 

There are some commercial instruments that are said to be semi-negotiable 
or quasi-negotiable, possessing some but not all of the essential qualities of 
negotiability. The outstanding type of such instruments is the Bill of Lading. 
It has three functions: to be a receipt from the master of a vessel for goods 
shipped on board, a contract of carriage, and a document of title to the goods 
named in it. It is an undertaking to deliver the goods represented in it, usually 
to a specified consignee or his order or assigns. In that case the bill can be 
transferred by indorsement and delivery; no supplementary document of 
transfer is required. Thus far the bill of lading is on equal footing with a 


negotiable instrument. But the transferee can obtain only such rights as his | 


transferor possessed ; he therefore does not acquire that independence of title 
which is the prime characteristic of negotiability. As one Judge put it: “ No 
document of title to goods is a negotiable instrument in the strict sense of the 
word ; the documents are merely symbols of the goods, and the idea of 
indirectly making goods negotiable has no place in law”. 

Lord Justice Scrutton, a leading authority on mercantile instruments, 
says: ‘‘ Negotiable is a term which perhaps should be strictly reserved for 
instruments which may give to a transferee a better title than that possessed 
by his transferor. A bill of lading is not ‘‘ negotiable’”’ in this sense, the 
indorsee does not get a better title than his assignor ”’. 

There is one instance, however, in which a bill of lading does get under the 
guns of negotiability, so to speak—in the sense that an indorsee gets more than 
the indorsee has. If a consignee of goods by sea has not paid for them and 
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becomes insolvent, the unpaid seller has a right to resume possession of the 
goods if they are still in transit—a right known as “ stoppage in transitu ”’ 
But if the bill of lading representing the goods had lawfully come into the 
possession of the buyer and he transfers it to another purchaser or to a pledgee 
for valuable consideration, then the unpaid seller’s right of ‘‘ stoppage in 
transitu ’’ is not available against such an innocent party. In this sense the 
sub-purchaser or pledgee gets a better title than the unpaid vendor. But this 
is a very truncated sort of negotiability for it arises only on failure to pay and 
subsequent insolvency and has no relation to fraud, defective title or the like. 

It is particularly worth noting that this basic concept of negotiability, as 
above defined, cuts at the root of two deeply engrained principles of the 
common law, which still apply to non-negotiable types of property. First, 
there is the common law maxim that no one can give what he has not got— 
nemo dat quod non habet. In the ordinary way a thief cannot pass on to a 
transferee—however innocent the latter may be—a title to the thing stolen. 
In the exceptional case of a negotiable instrument, this rule goes by the board. 
An innocent transferee for value taking the negotiable instrument without 
notice of want of title or defective title in his transferor, acquires paramount 
rights in the instrument, rights which can supplant the title of the original 
rightful owner. 

Secondly, the doctrine of negotiability offends against one of the basic 
principles of the common law that no one may sue on a contract who is not a 
party toit. With a negotiable instrument such as a bill of exchange, however, 
a remote party, such as an indorsee taking from the payee, can sue the drawer 
of the instrument notwithstanding that the latter’s contract was with the 
payee. As Mr. Fifoot, a leading authority, has said: “‘ the essence of contract 
is the promise and it was felt impossible to compel the defendant to keep a 
promise to a third party, to whom it had never been made ”’. 

A long-sustained effort was needed to persuade the Courts to waive these 
two tenets of the common law in favour of negotiable instruments, and them 
alone. It is true that the rights under certain types of contract known as 
“choses in action ’’ can now be transferred or assigned, but the effect of such 
assignment falls far short of negotiability. A ‘‘ chose in action’ can be des- 
scribed as a personal right to property which can be claimed or enforced only 
by action and not by taking physical possession. Thus, simple contract 
debts and shares in a company come under this heading. It is instructive to 
contrast the positions arising from the shifting of rights by the assignment 
of a debt on the one hand and by the transfer of a bill of exchange on the other. 

If A owes B {100, B can transfer the right to receive the money to C, but 
only providing that A is served with written notice of the assignment. Further- 
more, such an assignment is “‘ subject to equities’. That is to say, if A hasa 
counter-claim against B, he can before paying the amount of the transferred 
debt to B’s assignee, C, set off what B owes him. But if the debt is embodied 
in a bill of exchange, then B will draw a bill on A for £100, directing payment 
of this sum to C. No separate written notice of the drawing of this bill need 
be given to 4 ; moreover, when C or his successor in title presents the bill for 
payment, he cannot be met by any defence of counter-claim or set-off on the 
score that B, the drawer, in turn owes money to A. C takes the bill free from 
equities. In other words, assignability is subject to equities whilst negotiability 
is free from equities. 
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Monetary Systems of the Colonies | 


Vil —The Indian Ocean, Pacific and 
Mediterranean Colonies 


By A Special Correspondent 


Previous articles in this authoritative series, which have appeared in consecutive 
issues beginning with July, have surveyed, first, the general structure of colonial 
monetary systems and then the structures in detail of West and East Africa, Hong 
Kong, Malaya and the West Indies. This article describes the systems of the remaining 
territories—Mauritius, Seychelles, Fiji, Cyprus, Gibraltar, Malta and the Falkland 
Isles. A final article will take a general view, and will round off the whole by some | 
broad conclusions.—ED. 

MAURITIUS 

N its physical character, climate, social characteristics and economic life, 
] Mauritius may be thought of as a West Indian island which has drifted | 

into the Indian Ocean. Like the West Indies, it had a negligible aboriginal 
population ; it has had a succession of European occupiers—Portuguese, 
Dutch, French, British—all of whom have left some impression in Government, 
manners, social customs or place-names, the French the deepest of all ; its 
population of Europeans, negroes, Indians and Chinese is wholly immigrant; | 
it has always depended on an exchange economy, and more even than any 
West Indian island upon the export of the one dominant crop, sugar. It has at 
times, especially before the opening of the Suez Canal, been an important 
strategic point and port of call for ships voyaging to the further East. It 
differs from the West Indies in its comparative isolation ; trading links with | 
its nearest neighbours at Réunion, Madagascar, and the Seychelles have always | 
been of subsidiary importance. But, like the West Indies, it has long had 
close economic links with its most powerful continental neighbour, India. 

A generation ago, indeed, the trade of Mauritius was very largely dominated 
by India. It was there that most of the colony’s sugar was sold and thence 
a large part of the colony’s imports, especially of rice, were drawn. After | 
the establishment of an effective duty preference for Empire sugar in the 
United Kingdom and Canada, Mauritius sugar was attracted away to thos 
markets, and although India (or Burma) remained the main source of cereals 
up to 1941, the economic centre of gravity moved westward. With the promis 
of continuance of Ministry of Food purchases up to 1952, the dependence of | 
Mauritius on non-Indian markets is further confirmed. 

As is universally found, the currency history reflects this more general 
economic history. In pre-British days there were the customary use of dollars, 
moidores and other Spanish and Portuguese coins, some issue of paper money 
by the French, and a certain infiltration of rupees. After the British occupation 
the circulation of all these coins continued ; in 1820 the British Government 
introduced a colonial issue of fractional dollar coins (then known as “ anchor 
money ”’, from its main device) ; and in 1825 the attempt made in Mauritius, 
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as in other colonies, to establish sterling coin as the monetary standard led 
to a sort of three-cornered competition—between the dollar and its allies, 
the rupee and the pound. As in the West Indies, the U.K. coin was initially 
under-valued and fared ill in the competition. The corrective revaluation 
adopted in 1838 which enabled U.K. coin to oust its rivals in the West Indies 
was extended to Mauritius in 1843. Thereafter, the dollars, etc., gradually 
disappeared, but sterling was still over-valued against the rupee, which there- 
fore prevailed for the time being. Later fluctuations in the gold-silver price 
ratio caused a series of changes, U.K. coin returning to dominate the scene 
from 1852 to 1866 and then giving way again to rupees. Finally, the tangle 
was resolved by an Ordinance of 1876 which made rupees the sole legal tender 
in the colony. A useful relic of French ‘‘ metric’ influence left the colony 
with a subsidiary coinage expressed in cents in place of the usual anna and 
pice divisions of the rupee. 

It was perhaps another facet of French influence which led to the early 
introduction of Government paper money. A spectacular local bank failure 
in 1847 brought bank notes generally into discredit. In 1849 a Government 
note issue was therefore authorized, to remain for half a century an exception 
to the general Colonial Office ban on such issues. The issue suffered various 
vicissitudes during the fluctuations of the monetary circulation, but after the 
establishment of the rupee standard in 1876, the note issue was firmly estab- 
lished on the system which was later to become the general form for Colonial 
Government note issues until after the 1914 war—that is, the system of redemp- 
tion locally in legal tender coin, backed by reserves partly in coin and »% irtly 
in securities. 

This lasted till the period of world currency disturbance following the 
abandonment of gold by Britain in 1931. The old system was beginning to be 
found inconvenient. Notes had long replaced coin as the dominant medium 
of circulation, but their convertibility into coin which had to be shipped to 
India in order to turn it into sterling was felt to give an inadequate guarantee 
of stability of sterling value now that western countries had replaced India as 
the colony’s chief markets. Perhaps because of the general feeling of doubt 
about currency values, coupled with temporary financial difficulties in the 
sugar trade, the Mauritius rupee notes tended to fall to a discount. In addition, 
there were doubts about the future of the Indian rupee. After much discussion, 
therefore, agreement was reached on a direct link with sterling on the basis of 
the standard colonial sterling exchange system, local notes and coin expressed 
in rupees at Is. 6d. being issued against sterling in London. 

This involved the recall and shipment to India of the Indian rupees re- 
maining in the coin reserve or in circulation, and the issue of a special Mauritius 
rupee. (There was a school of thought which advocated putting a dodo on 
the reverse of the new coins, as being the most famous bit of fauna ever to 
grace Mauritius; but it was felt that the colony would not welcome that 
notoriously comic bird and the safer choice was made of the stag, in deference 
to the still prevalent Mauritius sport of “‘ la chasse ’’—another distant descen- 
dant of French influence.) 

When these changes were completed the system took its place neatly in 
the normal colonial pattern. Statistics of note circulation are as follows : 
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Kupees. Rupees. 

1930 ai ~ 14,747,250 1937 ns is 9,417,485 
1931 > es 7,489,290 1938 ~ a 8,547,485 
1932 7,287,300 —* rw: a0; —- 
1933 7,354,305 1944 us ae 21,751,970 
1934 7,922,045 1945 - iss 25,181,970 
1935 8,182,500 1940 ol ae 26,121,855 
1930 ba ‘i 9,227,500 


* Figures for the years 1939 to 1943 are not readily available as the publication of Colonial 
Annual Reports was suspended during the war. 

Banking in Mauritius is in the hands of a long-established local Bank, the 
Commercial Bank of Mauritius, and a branch of Barclays (Dominion, Colonial 
and Overseas). As in the West Indies, the dominating phenomenon is the 
annual crop advance, even more important in Mauritius owing to the excep- 
tional position of sugar and to the even greater prevalence among the sugar 
estates of the habit of working on borrowed money. This last feature of local 
financial organization has been a subject of concern to every official enquiry 
into the island’s affairs ; at the present there seems to be some chance that the 
security afforded by the long-term guarantee of the Ministry of Food purchase 
may enable its worst evils to be removed. A Government Agricultural Bank 
was created about fifteen years ago and has effected real improvement in the 
provision of long-term as distinct from annual advances. 


SEYCHELLES 

This small group of islands, lying a thousand miles north of Mauritius, 
was once a dependency of that colony, but was constituted as a fully indepen- 
dent unit in 1903. Its trade in copra, essential oils and guano is wholly 
independent of Mauritius. Formerly a user of the Indian rupee, it now has a 
re independent note issue (of normal colonial sterling exchange pattern), 
but uses Mauritius subsidiary coinage to avoid the trouble of a tiny separate 
minting. It has no banks. The note circulation before the war was about 
Rs. 500,000. 

Fiji AND THE WEsT PACIFIC 

The Pacific islands have come under effective influence from the Western 
world only in the last hundred years and have only a short, but not unin- 
teresting, currency history. Fiji, the most important of the U.K. dependencies 
in this group, has analogies with the West Indies and Mauritius in climatic 
and physical character, in the importance of sugar exports in its economy 
and in the “ immigrant’ character of much of its population—the Indians 
were brought in as labourers mainly in the generation before 1914. It has, 
however, what the West Indies had not, a substantial native population of 
peasants operating largely on a subsistence basis; and other agricultural 
products, especially copra, and gold production, make it less dependent on 
sugar than Mauritius and some of the West Indies. It has always had very 
close trading and financial links with both Australia and New Zealand, and 
although in pre-war days few of Fiji’s products found a market in the neigh- 
bouring Dominions (the sugar was drawn by the preference to Britain and 
Canada) they provided a high proportion of its imports and to-day probably 
provide a higher proportion still. 

Sterling coin was in use even before the British annexation of Fiji in 1874 
and was made legal tender at once. For a time U.S. and other dollars also 
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circulated, but they soon disappeared. From 1882 the metallic currency of the 
colony was identical with that of the United Kingdom, with the same 4os. 
limit on the legal tender of silver. At one time bank notes were issued locally, 
but they never became an important part of the circulation. In 1913 a 
Government note issue was instituted, of the old promise-to-pay, coin-backed 
variety. 

A however, the apparently firm relationship between Fiji and sterling 
was disturbed following the departure of Australia and New Zealand from 
parity. It then emerged that the sterling link was less securely forged than 
appeared on the surface. During the first world war the export of gold had 
been prohibited as a natural consequence of the suspension of the U.K. gold 
standard ; but nobody had remembered to remove the prohibition or to adjust 
the currency arrangements to its existence. Accordingly, the Fiji note issue 
remained nominally convertible into current coin (i.e. gold), but as such 
conversion was useless if the gold could not be exported, the notes were 
substantially inconvertible. The Currency Commissioners held a very hand- 
some reserve of gold coin, indeed after the rise in gold prices which followed 
the 1931 crisis they were covered to the extent of much more than 100 per 
cent. by gold and gilt-edged securities ; but the reserve was no more than an 
impressive figure in the Commissioners’ accounts. 

As the law which was designed to maintain a fixed value for the currency 
had been rendered nugatory, the determination of the currency value rested 
in practice with the commercial banks, i.e. local branches of the Bank of New 
Zealand and the Bank of New South Wales. Not unnaturally, these banks 
were greatly influenced by the course of events in their respective countries, 
and when New Zealand followed Australia in depreciating its currency, Fiji 
in turn followed suit. 

At that stage, with the Fiji currency on the New Zealand level of a 10 
per cent. discount, the Government realized the anchorless state of the currency. 
Discussions were begun with the object of placing it on a firm basis for the 
future, e.g. by a formal tie-up with either New Zealand or Australia, or by a 
modern exchange-standard link with the United Kingdom. But before 
action had been taken, there occurred, in 1933, a further fall in New Zealand 
exchange to 20 per cent. discount, a movement followed by the Fiji banks. 
This time, however, the Government intervened promptly, restored the rate 
to the 10 per cent. discount to which the local economy had already become 
adjusted, and passed legislation in 1934 establishing a sterling exchange 
basis for its notes on the usual model but at the rate of {(Fiji)111 to £100. 
As it was thought that the rate might sometime be restored to parity, the law 
exceptionally made provision for a maximum reserve of 120 per cent. instead 
of the 110 per cent. usual in other colonial issues ; but in fact the rate has not 
been changed. The whole episode was an interesting lesson in the necessity 
of having a genuinely automatic system of conversion of the local currency 
and of not merely having reserves but using them. 

_ As a consequence of this change, the Currency Commissioners were able to 
dispose of their gold coin reserve at a substantial profit in Fiji pounds, and 
this profit was transferred to Government as an addition to funds available 
for capital development. A second consequence was the issue of a complete 
new Fiji coinage in shillings and pence to replace the U.K. subsidiary coin, 
which was expected to drift away because of its local under-valuation. Oppor- 
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tunity was taken to issue cupro-nickel pennies in place of copper. Copper coin 
had always been unpopular with the Fijian, who kept his pennies in his mouth 

-and disliked the taste of copper. In consequence, the lowest coin in active 
circulation was the threepenny bit, and the minimum price quoted for anything 
was threepence. 

The then instituted system has not since been changed. On the recent 
revaluation of New Zealand currency there was strong local expectation of 
a return of the Fiji pound to parity with sterling, but the Government made 
it clear that no consequential action was regarded as necessary. 

Statistics of currency circulation are: 


Fiji Fiji 

(Notes) (Notes) 

£ £ 
1930 a nad 437,985 1936 ae ae 597,862 
1931 as sa 405,384 1937 ~ re 611,848 
1932 ae < 407,150 1938 “a sa 665,427 
1933 aes ae 504,401 1939 - a 606,000 

1934 a aia 500,870 — = oe —_ 
1935 ss es 506,866 1945 ‘ee + 1,851,700 


As already noted, banking in Fiji is in the hands of branches of the Bank 
of New Zealand and the Bank of New South Wales. It raises no particular 
problems. Nor has Fiji any special exchange control problems. 

The other U.K. dependencies in the Pacific are the British Solomon Islands, 
the Gilbert and Ellice Islands, Tonga and the New Hebrides. The trade of all 
of them is even more intimately connected with the neighbouring Dominions 
than that of Fiji. All were affected by the monetary disturbances of the 
‘thirties ; and in the upshot the first three adopted Australian currency as a 
basis. A small local note issue in the Solomons has been withdrawn, but 
Tonga retains its own local issue, linked with Australia on a variant of the 
sterling exchange model and with a circulation in 1946 of {A 85,690. The 
New Hebrides, an Anglo-French condominium, enjoyed two legal currencies, 
the franc and the pound ; it was inevitably affected by the successive devalua- 
tions of the franc which have had the natural result of driving the pound out 
of active circulation. None of these territories has any local banking services. 
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CYPRUS 


With a history stretching back through Crusading to classical times, Cyprus 
has a correspondingly lengthy currency history. It is a country mainly of 
peasants, with some larger farms and vineyards, long-established internal 
and external trading and one large capitalist industry, the mining of pyrites. 
When British administration began in 1878, Turkish piastres had long been 
established as the standard currency, replacing the bezants, sequins and ducats 
of earlier days. British coin was at once introduced and in a few years the 
standard currency was British gold and silver, with a local issue of copper 
as subsidiary coin. 

A local Government note issue was instituted in Ig1g and converted to 
the standard colonial sterling exchange model in 1928. With the disappearance 
of gold coin from circulation after 1914, the Government notes have been the 
main part of the circulation for over a generation. The trend of the circulation 
in recent years is shown below : 


4 
1937 oi as 792,200 1943 nd - 4,209,800 
1938 ne ws 628,300 1944 : Rs 4,917,600 
1939 oe oe 846,000 1945 a - 5,600,000 
1940 << a N.A. 1946 ar x 5,856,000 
1941 * oe 2,023,000 1947 .s a 5,366,200 
1942 va Bia 3,261,700 


In addition to branches of British banks operating in the colonies generally 
or in the Eastern Mediterranean, Cyprus has a large number of local banks. 
The principal banks operating are the Ottoman, Barclays Bank (D.C.O.), the 
Ionian Bank, the Bank of Athens, the Bank of Cyprus, the Popular Bank of 
Limassol, the Popular Bank of Paphos, the Turkish Bank of Nicosia and the 
Agricultural Bank of Cyprus. There is also an extensive development of 
co-operative credit societies which share with the ordinary commercial banks 
the provision of capital for agricultural operations, which forms a large part 
of banking business in Cyprus. 


GIBRALTAR 

A British possession since 1704, Gibraltar has always lived on its position 
as a fortress, a naval station and a port of call. It has continued to have close 
economic relations with Spain ; many of the workers in the colony to-day live 
over the border in Spain and a fair amount of small trade passes, legitimately 
or otherwise. It is not surprising, therefore, that Gibraltar continued for a 
century and a half to use the Spanish dollar and doubloon and the Portuguese 
Johannes (known locally as a half-shiner). In 1825 the attempt was made, 
here as elsewhere, to substitute sterling coin, but it failed, owing to the over- 
valuation of the dollar, just as it failed in the West Indies. Indeed, the failure 
was even more promptly apparent because the proximity to England made it 
particularly profitable to collect U.K. coin at its locally under-valued rate 
and ship it home. No effective measures were taken to establish a more 
realistic rate, and Spanish currency not merely retained its customary status 
but was, in 1873, declared the legal standard of the colony. In 1898, however, 
a further and successful effort was made to establish U.K. coin, which there- 
after became the legal and effective standard. Bank notes were issued in 
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1914, but did not long play a large part in the circulation. In 1927 a Govern- 
ment currency note issue was instituted. This was originally of the old 
‘“‘ promise to pay’ pattern, but was converted to a sterling exchange basis 
in 1934. The note circulation at the end of 1947 was £816,515. The use of 
U.K. notes, which formerly circulated extensively, has been forbidden by law 
since the beginning of the last war. 

Banks operating in Gibraltar are Barclays (D.C.O.), Credit Foncier d’ Algerie 
et de Tunisie and Galliano’s Bank. 


MALTA 

Its situation in the centre of the Mediterranean has given Malta a trading 
and stragetic position from pre-historic times. Its economy depends essentially 
on that position and has inevitably long been a money economy. When the 
British administration took over in 1797 it found a currency issued by the 
Knights of Maita and based on the “ scudo”’. Apparently by accident, they 
destroyed this currency. In order to remedy a supposed shortage of coin, 
the administration declared values for various foreign coins, including, of course, 
the ubiquitous dollar, which were substantially too high, and the scudos were 
promptly exported and melted down, leaving Spanish and Sicilian dollars as 
the effective currency. As elsewhere, the attempt in 1825 to introduce U.K. 
coin failed, and sundry varieties of dollar continued in use. The Spanish 
dollar itself dropped out, and after a period of dominance of the South American 
dollar, the colony settled down after 1844 to the use of the Sicilian dollar. In 
1886 that coin was withdrawn, as part of current monetary reforms in Italy, 
on terms which made it profitable to ship to Italy all the coin circulating in 
Malta, and U.K. coin was successfully substituted, though some foreign coin 
long continued in use. 

The dominating part played in the local economy by the expenditure of 
naval pay made it particularly convenient to continue the use of U.K. coin 
and (after 1914) notes; a temporary issue of Treasury notes was made in 
1914 but later withdrawn, and up to the outbreak of the last war Malta 
remained the only important British overseas possession without its own 
currency. Early in the war, however, the need to expand the local circulation, 
coupled with the reluctance of the exchange control authorities to see a growth 
in the overseas circulation of Bank of England notes, led to the introduction 
of a local currency note issue. This is in practice operated on a normal sterling 
exchange pattern. U.K. coin and some Bank of England notes still circulate, 
but, necessarily, no exact figures of their amount are available. 


FALKLAND ISLANDS 


The small community of the Falkland Islands depends mainly on the 
export of wool. When it first passed into British possession its monetary 
needs were met, as so frequently elsewhere, by the use of a mixture of Spanish 
and South American silver dollars. Sterling coin was introduced at an early 
stage, but did not acquire a dominating position until after 1850, when the 
rise in silver prices attracted the silver dollar coin away. To-day the colony 
uses U.K. silver and copper and local Government notes, originally issued in 
1899 and based since 1930 on the usual sterling exchange model. There are 
no banks in the colony. 
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International Banking Review~ 
Argentina 

LLEGATIONS in Britain that Argentina is deliberately restricting meat 
A siipments to “ condition ” Britain for the talks on the future of Anglo- 

Argentine trade and financial relations, scheduled to take place this 
month, have brought an official claim from Buenos Aires that Argentine is 
anxious to carry out her obligations under the Andes Pact. The statement 
admitted, however, that it is doubtful whether all the quantities provided for 
by the agreement will have been shipped by the time it expires at the end of 
March. 

The heavy drop in shipments of Argentine beef to Britain is partly the 
result of increased home consumption and partly due to the diversion of supplies 
to Belgium and other European countries under bilateral agreements concluded 
by Argentina. 

Senor Miranda, chief of the National Economic Council, has defended 
Government intervention in the country’s international trade through the 
bulk selling organization, holding that the system must be continued and 
perfected. He argued that the barter system enabled Argentina to free itself 
from the dollar area. 

The practice of granting preferential exchange permits to neighbouring 
South American countries is being discontinued on the advice of the National 
Economic Council. 

Belgium 

The statement of policy of the new Belgian Government indicates that 
economic affairs will, broadly speaking, be handled on the lines Jaid down by 
the previous Government. The proposed reform of the fiscal system drafted 
by the Minister of Finance is to go forward for enactment. The drafting of 
plans to combat the growth of unemployment will be the responsibility of 
the Minister for Economic Co-ordination and National Re-equipment, M. de 
Groote. The Minister has spoken of the need for new industrial investment 
and has commented unfavourably upon the fact that so much of the nation’s 
capital investment is being financed from business reserves. The result has 
been that re-equipment has been neglected in industries of national importance 
which did not happen to be earning sufficient profits to finance expansion or 
modernization of their plant. M. de Groote declared that State supervision 
would therefore have to be exercised in this sphere, but this has not been 
taken to mean that the Government intends to introduce detailed control 
of public investment at present. 


Canada 


New contracts have been agreed with Britain for the supply of farm products 
to the British market in 1949. These provide for a reduction of one-eighth in 
bacon deliveries and of one-quarter in egg sales to Britain, compared with 
actual deliveries in 1948. The cheese contract is at the same level as that for 
the past year. Prices for bacon and cheese are maintained at 1948 levels, but 
eggs will be a little cheaper. Mr. Gardiner, the Canadian Minister for Agri- 
oe ee es eee enn Serene” een Smee 


* Other current international banking news is discussed in ‘‘A Banker’s Diary’, on pages 1-8. 
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culture, has pointed out that the cuts as well as the exclusion of apples and 
certain other products from the British market are due to the British dollar 
shortage. Mr. Gardiner visited Britain in mid-December to discuss the price 
the United Kingdom would pay in the 1949-50 crop season for wheat deliveries 
under the four-year contract. 

Reports that the United States is pressing Canada to extend more credits 
to European countries to clear the way for new U.S. authorizations of “ off- 
shore ’’ purchases of Canadian goods with Marshall funds have derived support 
from a statement by the director of the Food and Agriculture division of E.C.A. 
This pointed out that the Administration would be better able to satisfy 
Congress on the subject of E.R.P. spendings in Canada if it could show that 
purchases of Canadian food products had so improved the Canadian exchange 
position that the Dominion had been put into a position to aid the recovery 
plan by economic aid to Europe. 


Colombia 


The Government has devalued the peso from 1.75 to 1.95 per U.S. dollar 
as part of general reform of the currency recommended by a special commission 
recently established to examine the economic situation of the country. The 
report also recommended the reduction of the tax on remittances in payment 
for imports and the abolition of the premium of Io points on the official rate 
of exchange in respect of sales of foreign currency derived from coffee and 


other exports. Revision of import group classifications was advised, with | 
retention of the existing system of individual import quotas. These measures 

would seem to represent a retreat from the multiple currency system intro- [ 
duced by Colombia in mid-1948 in defiance of the rules of the International | 


Monetary Fund. 
France 
The Budget for 1949 estimates ordinary expenditure at Frs. 1,281,000 
millions and extraordinary expenditure for reconstruction and re-equipment 
at Frs. 620,000 millions. Total ordinary revenue on the basis of existing taxa- 
tion is estimated to be sufficient virtually to cover ordinary expenditure. 
Extraordinary expenditure will be covered to the extent of rather more than 
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50 per cent. from Marshall Aid counterpart funds. The Government proposes § 


to raise the balance of Frs. 240,000 millions by a special Io per cent. increase 
in all taxes and a 20 per cent. increase in the production tax, these levies to 
operate for one year only. It is thought that the special levy will wipe out the 
tax reductions which would otherwise have accrued in many cases from the 
implementation of the comprehensive fiscal reform recently drawn up. The 


proposal has encountered considerable opposition in the French Parliament, | 


however. 


In his report on the working of the Monnet Plan during the first six months 


of 1948, M. Jean Monnet declared that satisfactory progress had been made 
but gave a warning that France would have to make considerable efforts in 
the coming years if she is to avoid a collapse in her standard of living at the 
end of the Marshall period. Total investment during the period is estimated 
at Frs. 310,000 millions, of which Frs. 130,000 millions is attributable to new 
equipment. The report points out that as much as 69 per cent. of private 
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capital outlay has been financed from bank credits and emphasizes that unless 
the proportion is reduced the inflation danger will become serious. 

The overseas deficit for the first half of 1948 is estimated to have amounted 
to $890 millions compared with $1,775 millions in the whole of 1947. Of the 
deficit for the first half of this year, $240 millions was covered by drawing on 
reserves and the remainder by foreign credits. 


Germany 

The four-year plan submitted to the O.E.E.C. by the Anglo-American 
Bizone contemplates a four-fold increase in German exports by 1952-53. 
The estimates of imports provide for an increase of 75 per cent. above 1948 
figures to a level above pre-war. To sustain the advance in exports, it is 
hoped to raise industrial production by 64 per cent. beyond the current level. 
An expansion of this order, it is estimated, would also permit a 50 per cent. 
increase in the supply of goods to the home market. Capital outlay over the 
four-year period is expected to aggregate $8,100 millions; another $4,000 
millions is projected for replenishment of stocks. On these bases, it is estimated 
that, in the first post-Marshall year, the Bizone would have an overall deficit 
in its external payments of the order of $72 millions. There would still be a 
considerable volume of unemployment. 

A tripartite committee composed of American, British and French financial 
experts has been set up to discuss the adoption of uniform customs regulations 
for the three Western zones. The question of reforming German customs 
tariffs, which are in many cases out of date, will also be studied. 


Iraq 

The report of the Iraq Currency Board covering the year to March 31 last 
shows a drop of I.D. 4.2 millions in the amount of currency in circulation. 
This followed a contraction of I.D. 2.4 millions in the previous year and reduced 
the circulation to I.D. 34.9 millions. The report reveals that bank deposits 
in Iraq also declined during the year, from I.D. 19.2 millions to I.D. 18.3 
millions. The fall in the volume of money in the country coincided with a 
rise of some 36 per cent. in the wholesale prices level, suggesting that the 
velocity of circulating currency and deposits has increased and/or that there 
has been a movement out of currency and bank deposits into gold or other 
forms of wealth as means of hoarding and saving. 


Italy 

The President of the Italian Confederation of Industry, Dr. Costa, has 
stated that the high prices of Italian goods are liable to lead to devaluation, 
but gave it as his opinion that such a devaluation must be avoided at all 
costs. The high costs of Italian goods he ascribed to the inflation of production 
costs by the dearness of money, the expense of plant modernization, high 
labour costs and taxation. Dr. Costa held that the money shortage was 
delaying the modernization of Italian industry and argued that the counterpart 
funds arising from E.R.P. should have been utilized for relieving Government 
pressure on the money market, so releasing a large quota of savings for 
investment in industry. 
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Netherlands 

Trade talks with the United Kingdom have ended successfully ; it is hoped 
to sustain the volume of trade in 1949 at its present level. More formal arrange- 
ments are expected to be concluded in the near future. 

The task of completing formalities regarding the documentation of E.C.A. 
imports into the Netherlands has been transferred from importers to the banks 
handling the documents. It is hoped that as a result of this change it will be 
possible to make good the big arrears in settlement of E.C.A. accounts between 
the Netherlands Bank and Washington. 

It has been announced that as soon as the proposed Federation of Indonesia 
is established the Bank of Java will issue a new currency to be called the 
Federal Guilder. The intention is to replace the existing currency on the basis 
of one new unit for two existing units. 


N orway 


It has been arranged with the United Kingdom that during the currency 
of the existing Supplementary Monetary Agreement, which expires in Novem- 
ber, 1950, the right given to both sides to require settlement in gold for 
currency holdings acquired in the course of trade beyond stipulated ceiling 
levels shall not be exercised. Norway’s obligation to maintain minimum 
sterling balances of £20 millions is also to be allowed to lapse. 

Trade discussions with the United Kingdom reached the conclusion that 
Norway’s sterling expenditure would probably exceed her sterling receipts 
during the year but that the flow of trade from the United Kingdom is unlikely 
to be at a lower level than in 1948. United Kingdom purchases from Norway, 
including pulp and timber, should be at a higher level than in the past year. 


Peru 


The exchange regulations have been revised in an attempt to remedy the 
deterioration in the external payments situation. The Central Bank is to 
retain 45 per cent. of the foreign exchange derived from exports and will 
deliver to the exporter foreign exchange certificates in the same type of money 
for the balance. These certificates may be exchanged for drafts in foreign 
currency to pay for imports when it is established that the money will be used 
for authorized importations or other payments. 

The object of the changes is to simplify control which, an official statement 
has explained, is adversely affecting production and so leading to an inadequate 
volume of exports. 


South Africa 


In a comprehensive survey of the economic situation of the Union, Dr. de 
Kock, Governor of the South African Reserve Bank, has pointed out the 
need for some contraction in bank credit to relieve the inflationary pressure. 
He argued that this did not mean a return to traditional deflation, but a policy 
aimed at disinflation to a level demanded by the deterioration in the balance 
of payments position. The banks had been asked as a matter of public policy 
to contract credit facilities for non-productive purposes generally and to 
restrict advances in the case of less essential or over-developed industries. 
They were expected, however, to have due regard to the obvious need of 
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exercising discretion and avoiding unnecessary disturbances. The Govern- 
ment’s general aim, according to Dr. de Kock, was a realistic approach to 
financial problems and a gradual readjustment from an abnormally inflated 
level of credit and economic activity to one which would be justifiable in 
present circumstances. The new level would have to be maintained until 
such time as the heavy capital expenditure on new mines and industries began 
to bear fruit through increased imports or saving of foreign exchange. Dr. de 
Kock also declared that the Union should “ exert itself ’’ to borrow capital 
from hard currency areas—perhaps in Switzerland as well as in the United 
States—in the hope of minimizing “ unnecessary dislocation’. Taking into 
account the limited opportunities for procuring capital goods in Britain, the 
Union had ample sterling and no purpose would be served by borrowing in 
the‘London market. 

Dr. de Kock argued that the import restrictions recently imposed should 
end the drain on the Union’s gold reserve when their full effect was felt, but 
that in the meantime there was a possibility that the reserve ratio might fall 
below the statutory minimum (reduced to 25 per cent. at the beginning of 
October). The unilateral devaluation of the South African pound was not 
considered to offer any real solution to the Union’s problems. The broad 
approach to a solution of the overseas payments problem would be by slowing 
down the tempo of development and reducing the proportion of national 
resources devoted to consumption. 

Dr. de Kock spoke of the efforts of the Government to reduce official 
expenditure, but made no mention of the adoption of austerity budget 
measures which some authorities hold will be needed to reinforce the policy 
of credit restriction if the disinflation policy is to be carried fully into effect. 


Spain 

A sterling payments agreement has been concluded with the United 
Kingdom to replace the Anglo-Spanish Monetary Agreement of 1947. The 
Spanish Government undertakes henceforth to maintain the official parities 
between sterling and other currencies in exchange transactions in the Spanish 
Monetary area. 

The Spanish Government, in an effort to check the deterioration in the 
overseas payments situation, has introduced a multiple currency system for 
foreign trade. 


Sweden 


Trade and financial talks with the British Government have been success- 
fully concluded. A feature of the agreement reached is the decision to suspend 
the gold clause in the existing monetary agreement between the two countries. 
Arrangements have also been made for the use by Sweden of her blocked 
sterling balances for financing 1949 trade with the United Kingdom ; facilities 
for sterling transferability will be operated on an administrative basis. Britain 
will increase her imports of Swedish goods in 1949, but imports from Britain 
will be substantially reduced, particularly in the case of textiles and machinery. 
_ Sweden’s programme for overseas trade as a whole in 1949 provides for 
imports of Kr. 4,200 millions, or Kr. 500 millions less than in 1948. Exports 
are put at Kr. 3,750 millions or at about the same level as in 1948. 
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Publications 

[he Export Trade. By Clive M. Schmitoff. (Stevens & Sons Ltd, 
393 pp., 17s. 6d.) Dr. Schmitoff performs three services in this valuable book. 
He reminds the exporter of the numerous legal aspects of his trade; gives 
lawyers signposts to the solutions of the problems of their commercial clients; 
ind brings vividly to public notice the widening incidence of legal developments 
upon the trading community. The export-trader who scans the summarized 
contents of the twenty-eight chapters may be appalled at the many branches 
of the law involved. Yet the practical worth of the volume is ev idenced by 
the note of familiarity rung by the chapter headings. There are no unknown 
topics. Sale is the quintessence of commerce, carriage of goods dates from the 
Law Merchant, Bills of Exchange are attributed to the Lombards, and Insurance 
was known in medieval times. More recent refinements—the C.I.F. contract, 
Bankers’ Commercial Credits and Arbitration—have all ameliorated the con- 
ditions of trading for the last three or four generations. And, of course, the 
restrictive influences emanating from the departure from free trade, the dis- 
appearance of automatic exchange adjustments in consequence of the advent 
of planned economies, are also examined in so far as they are reflected in the law. 
For the exporter, in fact, most practical possibilities are covered in this book, 
including the establishment of branch offices and foreign subsidiary com- 
panies. There are a few blemishes—in Chapter 19 the author differentiates 
between “ confirmed ’’ and “ irrevocable ’’ credits but later appears to regard 
the terms as alternatives—but, generally speaking, business men will find little 
confusion and few omissions in this working handbook. 

Lawyers naturally view with circumspection any small book covering a 

wide subject, particularly if it deals, as this one does, with a grouping dependent 
upon commercial functions rather than juristic character. But, although 
Dr. Schmitoff writes avowedly for the layman, solicitors will find first guidance 
on many problems. Particularly helpful are the references to carriage of goods 
bv air (including the air consignment note), relief from purchase tax and double 
taxation, and Export Credit Guarantees—all either recently developed or 
comparatively uncharted subjects. The implication of branch offices might, 
perhaps, have usefully been described more extensively ; for instance, the 
extent to which an English head office can be sued for its branch liabilities. 
Frustration and force majeure are also rather briefly dismissed, but these are 
minor matters compared with the advantage of a book that will enable lawyers 
to classify their commercial clients’ enquiries before pursuing the subject in 
more detail elsewhere. 

By calling attention to the extent to which an exporter is surrounded by 
legal provisions, the book may do much to crystallize thought. Inevitably 
traders have found international business more profusely intertwined with 
legal requirements than domestic business ; perhaps the attention paid to the 
risks involved is less assiduous and the percentage of profit larger. At all 
events, in practice the implications of foreign law, jurisdiction and conflict of 
laws inherent in any foreign trading cannot be closely measured in all except 
the largest propositions. Incidentally, in the light of these overshadowing 
problems, Dr. Schmitoff’s criticisms of bank indemnities (p. 155) in respect of 
documents tendered under Bankers’ Letters of Credit appear somewhat 
unfortunate. He says that the spread of the practice of taking such indemnities 
would lead to litigation, uncertainty and dissatisfaction, and that any discte- 
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pancies between the documents tendered and the terms of the credit should be 
settled between importer and exporter direct. These assertions seem ill 
founded, for the practice avoids the delay which might stultify further business 
and perhaps involve loss to sellers in the third and fourth dependent transac- 
tions. A hundred such indemnities, perhaps many more, are given in the 
City of London each day, yet the occasions upon which the indemnifiers are 
called upon are exceedingly rare. The indemnities act as cushions, and, since 
commerce abhors litigation, they enable differences between exporter and 
importer to be settled at comparative leisure, instead of under stress of rising 
temper engendered by accruing loss. 

One final word, and fittingly it is a tribute, on the practical information 
contained in the fifth appendix: it gives the addresses of the Export Groups 
of all industries, of Export Promotion Departments of the Board of Trade 
and of British Chambers of Commerce Overseas. This information is sympto- 
matic of the assistance that Dr. Schmitoff has sought to give, and has certainly 
succeeded in giving, to the foreign trader. F.R.R. 


The Economics of South Africa. By N. N. Franklin. (Geoffrey Cum- 
berlege, Oxford University Press, Cape Town, 253 pp., 15s.) The accession 
to power of Dr. Malan’s strongly nationalist Government and the subsequent 
difficulties experienced by the Union of South Africa in tackling its adverse 
balance of payments combine to give this able little book a considerable 
topical interest. It can be confidently recommended to those who wish to 
begin a study of South African problems, for it is very clearly and simply 
written, while readers already familiar with the work of authorities such as 
Hancock and Frankel will welcome a recent review of the factors of production 
and the clash of economic interests. Basic economic production in the Union 
mainly falls under the three heads of mining, manufacturing and agriculture. 
In rough figures, gold and other mining yielded in 1943-44 a net output of 
£90 millions, manufacturing £108 millions, and farming and fishing £80 millions. 
The gold mines, which account for by far the greater part of the income from 
mining, will not last for ever. Opinions vary as to the most likely period that 
will elapse before exhaustion, but it would not be safe to assume that output 
can continue at its present rate for more than another thirty years. Conse- 
quently it is important to prepare the way for a transfer of resources to other 
uses. It is at this point that Mr. Franklin’s book is of special value, for he 
subjects the prospects of agricultural and manufacturing development to a 
merciless but just analysis. Erosion and misapplied protectionism stand in 
the way of the progress needed in these two alternatives to gold digging, and 
there is also the still unsolved economic and human problem of white-black 
relations. By his fearless presentation of the various dilemmas, Mr. Franklin 
has performed a useful service. He also suggests some long-term remedies, 
but these will need more investment in the Bantu than we can imagine Dr. 
Malan’s white constituents approving. W.J.T. 


Exchange and Borrowing Control. By F.C. Howard. (Butterworth 
& Co. (Publishers) Ltd., 283 pp., 21s.) This book, which is a worthy successor 
to the same author’s standard works on the Defence (Finance) Regulations 
and the Trading with the Enemy Act, is divided into two parts: one devoted 
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to the Exchange Control Act, 1947, and the other to the Borrowing (Control 
and Guarantees) Act, 1946. The method of treatment is the same as that 
adopted so happily in the earlier works, i.e. a general introduction explaining 
the history and broad purpose of the legislation, the reproduction of the text 
of the Acts, section by section, preceded by a summary of the effect of each 
section and followed by notes on particular points of detail. A work of this 
kind is indispensable for all whose business brings them into constant contact 
with international finance or with the raising of fresh capital by companies. 


Appointments and Retirements 


Bank of England—Mr. Norman Redfern, M.C., a deputy chief cashier since 1943, has retired, | 
Clydesdale Bank—Victoria branch, 52 Buckingham Palace Road, S.W.1: Mr. E. W. Brown, |, 
inspector of branches in Scotland, to be manager of this new branch. 

District Bank—NMr. Alan Russell, a director of Helbert Wagg & Co. Ltd., has been appointed 
a member of the board of District Bank Ltd. and of the London Committee. Banbury : Mr. W. 
Fox, from Trafford Park, Manchester, to be manager. Trafford Park, Manchester: Mr. G. A. 
Lomax to be accountant. Worcester: Mr. F. A. Brotherhood, from Banbury, to be manager. [| 
Lloyds Bank—Lord Ismay, G.C.B., C.H., D.S.O., of Wormington Grange, Broadway, Worcs., 
has been elected to a seat on the board. Head Office—Advance Dept. : Mr. E. St. A. Brooksbank, 

a controller, has retired after 42 years’ service with this bank and Lloyds and National Previncial _ 
Foreign Bank Ltd.; Mr. S. F. Bould, an instructor, Staff College, to be an assistant controller; | 
Machines Dept.: Mr. E. W. Boreham, inspector, Machine Accounting, to be joint principal; 
Organization Dept.: Mr. L. Temple, of Head Office, to be inspector, Machine Accouating; 


— 


Premises Dept. : Mr. C. H. Stokes, assistant premises secretary, has retired ; Staff College : Mr. 
F. O. Jefferson, of Head Office, to be an assistant instructor. Executor and Trustee Dept.—West 
End: Mr. L. Aspinall has retired after 42 years’ service and Mr. J. H. Purvis will be retiring on 
March 31, 1949; Mr. C. V. Richards, assistant manager, to be manager as from April 1, 1949; 
Mr. J. W. L. Dyer, from Nottingham, to be assistant manager and Mr. H. J. Aldridge, of the | 
West End branch, to be sub-manager ; Birmingham: Mr. H. A. Mould, an inspector (Executor | 
and Trustee), to be deputy manager ; Notiingham: Mr.S. J. Pipe, from Brighton, to be manager; 
Worcester : Mr. K. G. Marling, from Birmingham, to be manager. City Office, E.C.: Mr. J.R. 
White, an assistant controller, Advance Dept., Head Office, to be a sub-manager. Pall Mall, 
S.W.: Mr. T. E. R. Harris, joint manager, and Mr. H. Todd, an assistant manager, have retired; | 
Mr. H. H. E. Holt, a section manager, to be a sub-manager ; Mr. S. J. Broderick and Mr. R. W. | 
Cheshire, of Pall Mall, S.W., to be section managers. Brighton : Mr. E. J. Furley, from Ipswich, 
to be sub-manager. Coventry: Mr. K. T. H. Bosly, from Perry Barr, Birmingham, to be sub | 
manager. Cranleigh: Mr. A. T. Tilsley, from Commercial Road, Portsmouth, to be manager. | 
Gainsborough : Mr. K. R. Underwood, M.A., from Selby, to be manager. Lianelly (also Tumble): | 
Mr. J. D. Jenkins, from Pontypool, to be manager on retirement of Mr. W. J. Davies. Masndee, 
Newport, Mon. : Mr. W. S. Davies, from District Office, Cardiff, to be manager. Margate: Mr. 
D. C. Kennard, from Cranleigh, to be manager on retirement of Mr. C. S. F. Witts, O.B.E., T.D., 
J.P. Pontypool : Mr. S. W. Wilson, from Maindee, to be manager. Shrewsbury : Mr. H. Collier, | 
from Gainsborough, to be assistant manager. Teignmouth: Mr. S. T. Rudge, from Shrewsbury, | 
to be manager on retirement of Mr. C. G. Clark. Westgate-on-Sea: Mr. P. W. W. Targett to | 
be manager. Westminster House, S.W.: Mr. L. G. Bretton, from City Office, E.C., to be manager 
Martins Bank—Mr. C. J. Verity to be deputy chief general manager on retirement of Mr. F. 
Voyce after 48 years’ service. Mr. E. H. Denman, from Lombard Street, to be a joint general 
manager. Mr. E. Norman-Butler, from Lombard Street, to be assistant general manager. Mr Vv 
J. S. Summerfield, London superintendent of branches, to be manager of Lombard Street office. 
Midland Bank—Beeston: Mr. A. Blyth, of Cambridge, to be manager on retirement of Mr. 

A. S. Page. Fordingbridge : Mr. J. G. Rothery to be manager of this branch, formerly under the Ti 
same management as Salisbury. Four Oaks : Mr. D. E. Sutton, of Temple Row, Birmingham, 

to be manager. Hull, Silver Street: Mr. T. Tailby to be assistant manager in succession to Mr. 

G. A. Kinder. Liverpool, Toxteth: Mr. P. Halsall, of Southport, to be manager. Penrhyndeu- Ti 
draecth : Mr. G. C. Edwards to be manager on retirement of Mr. J. H. Roberts. Portland: Mr. 

M. Hosken to be manager of this branch, formerly under the same management as Weymaouth. 
Sunderland : Mr. G. A. Kinder, of Silver Street, Hull, to be manager. 
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Savings 
Certi- Defence Savings 


ficates 
(net) 
1045 i .- 44-3 
Oe “as 28.1 
Wt. 12.1 
I\ 39.2 
1946 | . 13.2 
I] : .O 
Ili P « £,9 
I\ ; 10.8 
1947 | , 39-7 
me vs 40.3 - 
ae 2.9 
ae “os 16.4 
a ae 29.4 
Mm ss =~ 2.5 
| — 4.5 


* Including Release Benefit Accounts from July, 


Year to Ord. 

Mar. 31: Exp 

£m. 
1935 my 898.1 
1939 . 1054.8 
1940 .- 3609.7 
194! ~~» geeg.2 
1942 -+ 4775-7 
1943 .. 5623.2 
1944... 5788.4 
1945 ; 6057.8 
1946 -- 5474.8 
1947 ++ 3910.3 
1948 + Saeed 
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7 
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Banking Statistics 


Bonds Banks 


(net) 
19.8 
18.1 
30.3 
87.2 


62. 
95. 
$4. 


ORDO 


CON] 
! 


Ne 
wn 
ae 


20.9 
$3.2 
20.3 


National Savings 
(£ millions) 


Total 

(net)* Small 
108.7 172.8 
95.4 27:7 
99.7 142.1 
76.4 202.8 
120.7 195.9 
36.2 133.1 
35-6 47.8 
11.8 40.5 
27.0 &7.1 
19.0 17.0 
2.9 = 14.2 
87.2 8.5 
54-6 54.1 
13.7 — 19.8 
6.4 — 18.4 
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ficate 
(net) 


| 
° 
SOPWSO 


~ 
5 
2 


> NNCWUNUSWD 


9 


Ordinary Revenue and Expenditure 


Ord. 
Rev. 


£m. 


872. 

927. 
1049. 
1408. 
2074. 
2819. 
3038. 
3238. 
3284. 
3341. 
3844. 
* Allowing for loan expenditure. 


Ways and Means Advances : 
Bank of England 
Public Departments 

Treasury Bills : 
Tender 
Tap a ‘a 

Treasury deposit receipts 
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Deficit 


£m. 
127. 
760. 
2458. 
2701. 
2803. 
2749.- 
2819. 
2190. 
569. 
657. 


* * 
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Floating Debt 


Dec. 20, 


1947 


{m. 


6. 


306. 


2250.0 


2605. 
1377- 





6545.2 











By Ord. 
Quarters : Exp. 
£m. 
1945 II 1306. 
Ill 1443. 
IV 1386. 
1946 I 1337: 
II go2. 
IIl 918. 
IV 861. 
1947 I 1228. 
II 619. 
III 808. 
Le 736. 
1948 I 1023. 
II 613. 
III 751. 
t Surplus 
Nov. 27, Dec. 4, 
1948 1948 
£m. £m. 
7.0 8.5 
283.1 296.6 
2250.0 2250.0 
2385.5 2390.3 
1432.0 1447.0 
6357-5 6392.4 
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Ord. 
Rev. 
{m. 
611. 
750. 
667. 
1253. 
629. 
712. 
738. 
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807. 
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794- 
831. 
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£m. 
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695.3 


Dec. 18, 


1948 


{m. 


15 
290 


2250. 


2341 
1503 


6400.1 








Guaranty Trust Company 


of New York 


This bank, through its New York and European Offices 
and correspondents throughout the world, provides 
complete banking facilities designed to meet the 
requirements of banking institutions, corporations, 


firms, governments, and individuals. 


LONDON OFFICES : 
Main Office Kingsway Office 
32 LOMBARD STREET, E.C.3 BUSH HOUSE, W.C.2 


Head Office 


Incorporated with limited liability in the State of New York, U.S.A. 


HENRY BUTCHER 


& CO. 


SPECIALISING IN THE 


Sale and Valuation FACTORY 
of AGENTS 


BANK ADVANCES IN GREAT BRITAIN * 


Industrial Properties © FIRE LOSS 
Plant and Machinery ASSESSORS 


HEAD OFFICE: 


73 Chancery Lane, LONDON, W.C.2 


Tel. : Grams. : 
HOLborn 8411 (8 lines) Penetrancy, Holb., London 
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Treasury Deposit Receipts 


Raised Redeemed Outstandiu 2+ 
£m. £m. £m. 
1947 June 30° .. _ os 110.5 132.0 1442.0 
som. 3 .. - ice 453.0 483.5 1292.5 
pee. gf .«. ‘ ga 175-5 110.5 1402.5 
1948 March 31 .. “a oa 545.0 455-0 1291.0 
June 30 .. a ie 269.0 178.0 1468.0 
luly 31 .. Pe os 41.0 79-5 1429.5 
Aug. 28 .. s Ap 70.0 58.5 1441.0 
sept. jo .. ee es 550.5 542.0 1449.5 
Oct. BO sis “ce re 389.5 404.0 1435.0 
now. BF s« 110.0 113.0 1432.0 


* Periods ended on last Saturday in each month, except at final month in each quarter. 
+ The T.D.R. issue reached its highest level on September 7, 1945, at £2225 millions. 





1948 Net New | 1948 Net New 
Week ended Raised Redeemed Borrowing Week ended Raised Redeemed Borrowing 
lune 19 80.0 60.0 20.0 Oct. 2... 170.0 185.0% - 15.0* 

26. 50.0 20.0* 30.0* vs 9 .. 160.0 160.0* 
July 3 20.0 51.0* 31.0* pe 6 .. 90.0 116.5 -— 20.5 
cs 41.0 79.5 — 38.5 ‘ 7 5. 50.0 37-5 12.5 
17 - , aa — 3.0 - 3.0 
\ug. 14 - - pee. DB xe — —_— —_ 
\u 21 70.0 58.5 2.5 ‘ RS «3 — 16.0 - 16.0 
; 28 - - 20 .. 70.0 58.5 11.5 
Sept. 4... 150.0 135.5 14.5 = Se ; 40.0 38.5 1.5 
a tt... 826.0 105.0 5.0 Pee. 2 «s 80.0 65.0 15.0 
oi 18 .. 120.0 120.0 — es SS .: 60.0 59.5 0.5 
oe ae 90.0 80.0* 10.0* - er $0.0 24.5 55-5 


* Unofficial figure. 





National Bank of India acquires Grindlays Bank 


It was announced last month that, with effect from November 1, 1948, the share capital of 
Grindlays Bank Limited, which since 1924 has been held by the National Provincial Bank, will 
be acquired by the National Bank of India. As part of the arrangement it has been agreed 
that the National Provincial Bank shall subscribe for and be allotted shares in the National 
Bank of India, which will also make a cash payment for the acquisition. 

Grindlays Bank will retain its separate identity and its own management. No major changes 
are contemplated in its organization, and the facilities which its customers have enjoyed through 
the branch organization of National Provincial Bank remain unchanged. The Head Office of 
Grindlays Bank will remain at 54 Parliament Street, S.W.1, and the London business will be 
conducted as at present from that address and from the new office at 1 Bridge Street, S.W.1. 

Grindlays Bank started business in 1828 as Agents and later developed a general banking 
business which until about 1920 was largely of a personal character. In 1942 the business was 
extended to Burma and Ceylon by the acquisition of the banking business of Thos. Cook & Son 
(Bankers) Ltd. As a result of this development, Grindlays Bank, whilst retaining a large 
personal clientele, is increasingly engaged in commercial and exchange business. 








CROWN AGENTS FOR THE COLONIES 


Applications from qualified candidates are invited for the following posts . 


ASSESSMENT OFFICERS required by the Governments of Nigeria and the Gold 
Coast for their Income Tax Departments. Candidates, not over 35, should be educated 
to matriculation standard and have had experience in accountancy and taxation in 
commercial houses, banks or in Local Government offices, etc. Salary including 


expatriation pay in scale {600 rising to £1,200 a year. Commencing salary according to 
age, qualifications and experience. Outfit allowance {60. Free first class passages and 
liberal leave on full salary atter each tour of 18 to 24 months. Appointments will be 
on probation for permanent and pensionable employment. Apply at once by letter, 
stating age, whether married or single, and full particulars of qualifications and 
experience, and mentioning this paper, to the Crown Agents for the Colonies, 4, Millbank, 
London, S.W.1, quoting M/N/18576/3C on both letter and envelope. 
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Founders Court, 
Lothbury, E.C.2 123 Pall Mai! 
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Capital issued & Fully paid 
£1,200,000 
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A FINANCIAL 


PLAN 


suited to present needs 


Where there is difficulty in finding 
investments which combine con- 
venience and safety with an attractive 
rate of interest, the facilities offered 
by the Co-operative Permanent 


provide a satisfactory solution to the 
problem. 


COMPANY INVESTMENTS 


The Society offers investment facilities for 
Company funds on advantageous terms. 
These take the form of loans for various 
fixed periods according to mutual agreement 
and the interest rate does not fluctuate 
during the period negotiated. There is no 
limit to the sum which can be considered. 


PRIVATE INVESTMENTS 


To private investors interest at 2% per 
annum is offered, the Society meeting the 
liability for income tax. This return is 
equivalent to £3.12.9. per cent where tax 
has to be paid at the full standard rate, and 
sums up to £5,000 can be accepted. 

Capital invested with the Society is un- 
affected by market conditions. Its value 
never varies, is secured by first mortgages 
mainly on private houses in owner occupa- 
tion, and is released on reasonable notice. 

This investment service is of particular 
value to private investors at the present time 
and to professional men who have the 
responsibility of advising their clients on 
financial matters. 


FULL INFORMATION ON REQUEST 
Enquiries for full particulars of the Society’s 
investment services and a copy of the latest 
balance sheet are invited. ‘They will provide 
abundant proof of a strong financial position 
and a standard of convenience and service 
not by any means common in these difficult 
days. 


CO-OPERATIVE 
PERMANENT 


BUILDING SOCIETY 


NEW OXFORD HOUSE, LONDON, W.C.1 
Telephone : Holborn 2302 

CITY O) FICE: 50 CANNON ST., E.C.4 
Telephone: City 1161 








The Easy Way | 


Buy National Savings Certificates t& 
Bank way—it is simple, automatic and wit) 
out any additional charge to you. You jus 
sign the special Banker’s Order form whic) 
vour Bank Manager can now give yo 


| authorising either a single purchase « 


National Savings Certificates, or a regué 
monthly investment. That is all you havet 


| do—and with a stroke of the pen you wi 


have helped to secure your own future, a) 


| your country’s prosperity. 





You can now hold 1,000 10/- units of &) 


new Certificate, and in ten years this {5 
| will have grown to £650 free of tax. Sear 


for yourself this profitable gilt-edged invet 
ment by calling on your Bank Manager. 


SAVE—The Bank Wi 
eT 


Issued by the National Savings Commitze 
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BARCLAYS BANK (DOMINION, COLONIAL AND OVERSEAS) 


BUSINESS ACTIVE 


AND GROWING 


MR. J. S. CROSSLEY’S STATEMENT 


HE twenty-third Ordinary General 
[Meeting of Barclays Bank (Dominion, 

Colonial and Overseas) was held on 
December 29 at 29, Gracechurch Street, 
London, E.C. 

The following is an extract from the state- 
ment by the chairman, Mr. J. S. Crossley, 
which has been circulated with the report 
and accounts for the year to September 30, 
1948 :— 

"in the liability side of the balance sheet, 
current, deposit and other accounts have 
increased by about {£32,000,000. On _ the 
assets side the main feature is again advances 
to customers which have increased by a 
further {28,000,000 ; investments are lower 
by some £10,000,000. 

“The profit for the year is £649,873. We 
have made a further addition of £231,000 to 
the reserve fund and we have allocated 
{100,000 to premises reserve account. The 
year’s dividends, if you approve the recom- 
mendations which will be placed before you 
at the general meeting, will cost an additional 
£47,212 as the whole of the increased capital 
of the bank has ranked for dividend for the 


full year. 


DEVELOPMENT CORPORATION’S 
PROGRESS 

Except in Palestine, to which special 
reference is made later in this statement, the 
business of the bank has remained very active 
and has continued to grow. Substantial pro- 
gress has been made during the year by 
Barclays Overseas Development Corporation, 
Limited, and the balance sheet as at Septem- 
ber 30 shows that its resources were almost 
fully employed by that date. Permission has 
been received from the Capital Issues Com- 
mittee for an increase in the capital of a 
further million pounds at a premium of 50 
per cent. This will double the corporation’s 
existing resources, and since the date of the 
balance sheet the new capital has been pro- 
vided by the bank. 


POSITION IN PALESTINE 

In recent months stockholders have, no 
doubt, been feeling some anxiety about the 
position in Palestine. I therefore welcome 
this opportunity of saying something about 
our affairs there. The termination of the 
British Mandate on May 15 of this year is 
a landmark in the troubled history of that 
country, and, perhaps I may be allowed to 
express on behalf of the bank our feelings of 
tespect for, and sympathy with, those men, 
British and locally recruited alike, who have 
worked so patiently during these last thirty 


years in the government of Palestine. The 
failure to reconcile conflicting political claims 
should not be allowed to obscure the many 
valuable achievements which have been 
accomplished in other directions. 

It is not my purpose to say soothing words 
about our affairs in Palestine. It was only 
to be expected, in present conditions, that 
business activity would decline sharply and 
there will certainly be many difficult and 
novel problems to confront us in the future 
but this itself is hardly a new experience for 
our bank. While we must expect to suffer 
some losses, I think it can be said that no 
bank, however prudent, could go through 
such a period entirely unscathed. It is 
important, however, to maintain a proper 
perspective in this matter. Great care has 
been taken in our lendings in Palestine, 
which have never been large in relation to 
the bank’s total lendings. The figures in- 
volved are, therefore, not of such magnitude 
as to prejudice the bank’s operations in any 
way, even in the most unfavourable circum- 
stances, and we have taken the precaution of 
allocating a substantial sum this year to meet 
contingencies. 


THE FUTURE 


As regards the future, you will not expect 
me to indulge in political forecasts. In spite 
of temporary difficulties, we hope it will be 
possible for us to continue to serve the needs 
of the people of Palestine, as we have tried 
to do in the past. Meantime, the difficulty 
of communication with some of our branches 
constitutes a serious problem, and our main 
anxiety has been in regard to our staff. I 
regret to say that there have been several 
casualties in the ranks of our local staff, both 
Jew and Arab, and we shall not easily forget 
our debt to those who have lost their lives 
in the course of doing their normal business 
and their duty to the bank. 

I would like also to take the opportunity 
especially to thank the members of our staff 
in Palestine who have shown their loyalty and 
devotion to the bank through many difficult 
years. It has been a matter of deep concern 
to us, as well as of the most profound personal 
regret to the members of our British staff in 
Palestine that, acting under strong pressure 
from the Mandatory Government, we were 
obliged to withdraw them just prior to the 
date of the termination of the mandate. I 
am pleased, however, to be able to tell you 
that Mr. Clark was able in October to visit 
some of our branches, and the value of re- 
gaining personal contact by this means 
cannot be over-estimated. 
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THE COMMERCIAL BANK OF SCOTLAND 





BALANCE SHEET TOTAL {139,000,000 





THE EARL OF MAR AND KELLIE’S ADDRESS 


HE Annual Meeting of the Shareholders 

I was held in the North British Station 

Hotel, Edinburgh, on December 16, 1948. 
The Earl of Mar and Kellie, the Governor of 
the Bank, presided. 

Before commencing the business, the Gover- 
nor made suitable reference to the loss which 
the Bank had sustained through the deaths of 
Field-Marshal Lord Milne, Deputy Governor 
of the Bank, and Sir Gilbert Archer, one of 
the Ordinarv Directors. 

In his address to the Shareholders the 
Governor expressed pleasure in submitting a 
Report and Statement of Accounts which 
continued to show steady progress despite the 
uneasy conditions of the times. A year ago he 
had referred to the stringency of the economic 
situation in the country and had expressed 
the hope that a gradual betterment of condi- 
tions would emerge, but there was still much 
confusion of thought in the public mind as to 
the actual position and as to the remedial 
measures which might put us on the road to 
recovery. There were those who realised the 
gravity of the situation, but there were others 
who apparently looked for no more than an 
illusory prosperity which brought with it 
larger wage payments or some form of easy 
profit. The Chancellor of the Exchequer had 
certainly endeavoured to make the nation 
aware of the fate which lay ahead if all sections 
of the community did not give of their best, but 
there was still room for much clearer thinking. 
Even yet it was not generally realised that in 
the war years we had used up the large re- 
sources which we had accumulated overseas 
prior to 1939-—the earnings of which contri- 
buted largely towards meeting the cost of 
imported food and raw materials—with the 
result that we were left so impoverished 
financially that outside help was required to 
tide us over. Dollar loans from the U.S.A 
and Canada were exhausted before our exports 
had increased sufficiently to balance imports 
and if further aid in the shape of the Marshall 
Plan had not been forthcoming our position 
would have been precarious indeed. Even 
Marshall aid, however, could only be a tem- 
porary measure and the ultimate solution 
would be found in better production, a sub- 
stantial reduction in Government expenditure 
and an easing of the intolerable burden of 
taxation which at its high rate and in the 
method of its application was having a crippling 
effect on the re-equipment and development 
of industry. 


NEW INDUSTRIES 

Scotland was, of course, of first importance 
to the Bank, and it was satisfactory that 
progress continued to be made in the industrial 
field. In particular it was heartening to see 
the array of new industries spreading through- 





out the country. The North of Scotland Hydro- 
Electric Scheme should open up other large 
fields and generally speaking it looked as if 
the economy of Scotland would in years to 
come be much more soundly based than it 
had been in the past. Various bodies, including 
the Board of Trade and the Scottish Council 
(Development and Industry), had played a 
leading part in bringing about this state of 
affairs and the result of their efforts was 
encouraging. 


BALANCE SHEET 

He then reviewed the figures in the Balance 
Sheet. The total was £139,000,000, an increase 
of {9,000,000 over last year’s figures. He drew 
special attention to the increase on the Liabili- 
ties side of £8,000,000 in Deposits and 
{1,000,000 in Acceptances and Engagements 
and of £7,500,000 in Bills Discounted and 
Loans and Advances on the Assets side, which, 
while indicating that the customers of the 
Bank were alive to the necessity of taking 
their share of responsibility for the country’s 
needs by expanding their businesses, might 
also indicate a shortage of working capital, 
and an inability to turn over stocks as rapidly 
as formerly. 

PROFIT 

Profit for the year at £430,875 showed an 
increase of just under £4,000 and out of that 
sum the Directors had allocated £100,000 to 
Reserve, £100,000 to Officers’ Pensions and 
£25,000 to the Widows’ Fund. It was now 
proposed that dividends be paid at the rate 
of 7} per cent. (15 per cent. for the year) on 
the ‘“‘A’’ Shares and 5 per cent. (10 per cent. 
for the year) on the ‘‘ B”’ Shares, both subject 
to Income Tax, leaving a carry forward of 
£91,233. 

These results, the Governor said, could not 
have been achieved without the loyal co- 
operation of all members of the Staff. The 
high standard of helpful service which the 
Staff afforded to customers was something 
which was well worth fostering and in this 
connection he was happy to say that recently 
he had had the pleasure of opening Ramsay 
Lodge as a Staff Hostel and Training Centre— 
the first in the annals of Scottish Banking. It 
was hoped that the successive generations of 
Commercial Bank men who would pass through 
the Centre would be better equipped to deal 
with the complexities of modern finance ; able 
to advise customers wisely on all matters of 
business; and ready to play their part in 
local affairs. 

The Report and Accounts were adopted and 
the Meeting closed with cordial Votes of 
Thanks to the Directors and the Staff for theit 
services during the year and to the Governor 
for presiding. 
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ENGLISH, SCOTTISH AND AUSTRALIAN BANK 





RISE 


IN ADVANCES 





THE HON. DAVID F. BRAND'S REVIEW 





HE Fifty-sixth Ordinary General Meeting 

of The English, Scottish and Australian 

Bank, Limited, was held on December 1 
in London, the Hon. David F. Brand, the 
chairman, presiding. 

The following is an extract from his circu- 
lated statement :-— 

As you will be aware, the trading banks 
successfully contested the Commonwealth 
Government’s endeavour to nationalize bank- 
ing in Australia by action in the High Court 
of Australia, which declared the legislation 
to be ultra vires of the Act of Constitution. 
Unfortunately I cannot report that this 
matter is now finished, as the Commonwealth 
Government has obtained leave to appeal 
against this judgment to the Judicial Com- 
mittee of the Privy Council and the hearing is 
expected to commence on March 14, 1949. 


INCREASED ADVANCES 


From the bank’s balance-sheet it will be 
seen that the most marked change from last 
year is a steep rise in the total of advances, 
from {29,157,000 to £44,969,000. This move- 
ment reflects the expanded requirements of 
our customers for bank accommodation as a 
result of the recovery in trade from war con- 
ditions combined with the rise in commodity 
prices. 

The particular business and private interests 
to which bank accommodation may be made 
available in Australia are closely supervised by 
the Commonwealth Government by means of 
its “Advance Policy,’’ with the result that bank 
credit is directed into those channels which, in 
the Government’s judgment, best serve the 
national interest. The Banking Act of 1945 
made it a legal obligation on the bank to 
maintain certain balances on special account 
with the Commonwealth Bank earning interest 
to-day at one-half of 1 per cent. per annum. 
The bank has not been permitted to draw on 
these balances sufficiently to finance the greater 
volume of advances, and it has consequently 
been necessary to accept deposits from the 
Commonwealth Bank of Australia for this 
purpose. On these deposits the bank now has 
to pay interest at 34 per cent. per annum as 
compared with the } per cent. per annum 
allowed on its own special account with the 
Commonwealth Bank. The figures at June 30, 
1948, were {27,168,924 on special account with 
the Commonwealth Bank, and {15,816,733 
taken on deposit from that Central Bank. It 
will be observed that the latter figure approxi- 
mates closely to the increase over last year in 
the total of the bank’s advances. While the 
result in our case has been that bank credit for 
approved purposes has not been restricted, the 
adverse effect of this system on the profita- 
bility of advance business will be evident. 


Other variations in the position disclosed by 
the balance-sheet as compared with last year 
are a modest increase in deposits, current 
accounts, etc., which have risen by £3,335,000 
to a total of £68,342,000, and a further grati- 
fying expansion in the item of bills receivable. 


SATISFACTORY DEGREE OF LIQUIDITY 


The balance-sheet continues to disclose a 
satisfactory degree of liquidity. The total of 
cash in hand, etc., money at call in London, 
special account with the Commonwealth Bank 
and bills receivable, represent 12s. 4d. in the £ 
of deposits, current accounts, etc., compared 
with ros. 114d. in the £ last year. If the 
special deposit account of the Commonwealth 
Bank is included with the public deposits, 
current accounts, etc., the proportion becomes 
ros. in the £. 


The profit and loss account shows that, while 
the gross profit has increased substantially, 
both the expenses of management and taxation 
charges have taken sharp upward turns, with 
the result that the net available profit of the 
bank is £235,732, compared with £225,920 last 
year. After payment of an interim dividend 
of 2s. per share in May last, the directors 
recommend a final dividend of 4s. per share, 
less United Kingdom income-tax at gs. in the 
£, repeating the distribution made last year. 
After allocating a similar amount—viz. £35,000 
—to the officers’ provident fund, a surplus of 
net profit of £35,732 is available to increase 
the carry-forward to £359,273. 


CONDITIONS IN AUSTRALIA 


Throughout the year active conditions have 
prevailed in all sections of trade and commerce, 
many new industries have been or are being 
established in Australia, many of them being 
undertaken by interests from Britain and other 
oversea countries. Price indices at March, 1948, 
show that export prices (mainly of primary 
goods) have more than overtaken import 
prices, the relative figures (taking a three-year 
average to June, 1939, as 100) being 320.2, 
against 275.1 for imports, showing the great 
change which has taken place in the ‘“‘ terms 
of trade”’ of which the proper balance is 
fundamentally essential to the health of world 
commerce. 


The year covered by the bank’s accounts 
showed satisfactory results of operations in the 
fields of primary production. Prices again rose 
during the year and indices show that at June, 
1948, the average price for all farming pro- 
duction was over 2} times the comparable 
figure for the immediate three pre-war years. 


The report and accounts were adopted. 
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NATIONAL BANK OF AUSTRALASIA 


NINETY YEARS’ PROGRESS 





FIGHT AGAINST NATIONALISATION 


MR. H. D. GIDDY’S SPEECH 





HE ordinary general meeting of the 
National Bank of Australasia, Ltd., with 
which is united the Queensland National 

Bank, Ltd., was held on November 24, in Mel- 
bourne 

Mr. H. D. Giddy, the Chairman, in the course 
of his speech, said: Our meeting this year 
marks the ninetieth anniversary of the estab- 
lishment of the bank. We opened our doors 
for business on October 4, 1858, in a very small 
way, the first balance published on 
December 31, 1858, recording a capital of 
£99,563 and total assets of £97,924. For ninety 
years the bank has shared in the joys and 
vicissitudes, the profits and losses that are 
inseparable from the development of a young 
country. To-day, shareholders’ funds stand at 
£12,153,625, and total assets at £158,044,010. 
We pay tribute to the foresight and faith of 
those who founded our institution and to the 
courage of those who through all the years 
never faltered in their determination to develop 
a banking service worthy of their country and 
themselves. 

It is therefore with particular pleasure that 
I submit to you to-day a balance sheet which 
discloses not only record advancement in our 
business, but a position of strength unequalled 
in the bank’s long history. 


sheet, 


“ PLEASING INCREASES ” 

Che process of uniting the interests of the 
Queensland National Bank, Ltd., with our own 
over the last 18 months or so makes difficult 
anything like a useful comparison between our 
figures to-day and those of last year. Perhaps 
the clearest view of the trend of our affairs can 
be obtained from the comparison 
between the figures of our present balance 
sheet and those of two vears ago: 


ets 
follow ing 


Percent- 

1946 1948 age 
£ £ increase 
Capital 5,000,000 6,726,025 34 
Total _ share- 
holders’ funds 


Dep« SITS 


6,010,957 12,153,025 41 
57,993,500 128,376,472 40 
Advances .. 32,784,181 61,441,845 88 
Total assets .. 100,605,317 158,044,010 57 
No. of current accounts. . o -. 44 

\ substantial part of these pleasing increases 
was due to the transfer of business from the 
Queensland National Bank, but it is right that 
I record the increased figures also reflect a 
highly satisfactory measure of new business 
acquired. Of all the increases, I think we can 
derive mo.t pleasure from the remarkable 
growth in the current accounts. Month by 
month this number steadily, indeed 
rapidly, ar 1 provides ample evidence of the 
satisfaction with which the community in 
general reg: rd the service given by an institu- 
tion such as ours. : 


rises 


The high level of export prices contributed 
substantially to the strong advance in deposits, 
and at the same time steadied the rapid in- 
crease in advances to which I specially referred 
a year ago. There is still a steady demand for 
loans by manufacturers and commercial houses, 
but of late months this has been somewhat off- 
set by the reduced requirements of the primary 
producer. The effect of recent high export 
prices on the composition of our deposit and 
advance figures is shown in the following table: 


Deposits Advances 
1947 1948 1947 1948 
o/ o/ % 0 
/O 4/0 4/0 
Primary producers 2t 27 43 34 
Manuftrs., whole- 
salersand retailers 26 24 29 
All other .. ie) 49 28 2 
100 100 100 100 


Our reserve fund now stands at £5,000,000 J 
-an increase for the year of £1,700,000. 
PROFIT AND LOSS ACCOUNT 

Our profit figure, £528,252, is £106,301 
greater than that ofa vearago. The increase is, 
in the main, due to the transfer to our books of 
the greater part of the Queensland National 
Bank business as from January 1 last, with its 
resultant benefit. 

Working costs, mainly for salaries, have risen 
steeply and still continue their upward move- 
ment. Fortunately, to date the benefits of the 
increased business we have been successful in 
attracting not only are sufficient to meet the 
rise, but permit, in the directors’ opinion, the 
payment of an increased dividend, making the 
return to the shareholders 64 per cent. for the 
12 months, compared with 6 per cent. a year 
ago. 
The union of the business of the Queensland 
National Bank with our own is well on the way 
towards completion. 
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BATTLE AGAINST NATIONALISATION 

Speaking to you 12 months ago | affirmed the 
determination of this bank to resist, with all the 
strength we could muster, the proposals of the 
Federal Labour Government to nationalise the 
whole Australian trading bank system, it- 
cluding, of course, our own institution. I think 
| may now claim that no step which it has been 
within our power to take has been missed it 
carrying on the struggle over the past year, and 
our cause has met with a valuable measure of 
success, though final victory has not by aly 
means been yet achieved. 

On November 27 last year—the day after! 
last addressed you—the nationalisation Bill 
received the assent of the Governor-General, 
but operation of the key sections of the Act was 
restrained by an injunction granted by the 
High Court pending a determination as to theif 
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validity in terms he Common vealth Con 
stitution. The High Court case opened in 
Melbourne on February ro and lasted almost 
continuously for over eight weeks until it closed 
in Sydney on April 15. Judgment was not 
given for nearly four months, on August Ir in 
Sydney, almost exactly one year after the 
Prime Minister's original 42-word announce- 
ment of the nationalisation proposal. 


ACT FOUND INVALID 


As everyone knows, on one ground or another 
a majority of the Court found invalid the major 
provisions of the 1947 Banking Act in the form 
in which they had been passed by the Common- 
wealth Parliament. As a result, the Govern- 
ment is debarred from taking any action under 
the legislation as it stands at present. Clearly, 
this was a substantial victory for the trading 
banks. Within two days, however, the Prime 
Minister announced that the Government 
would seek leave to appeal to the Privy Council 
against the High Court’s finding that the 
section of the Act designed to prohibit a private 
trading bank from continuing in business in- 
fringed the Constitution. 

Argument before the Judicial Board of the 
Privy Council on the application for leave to 
appeal commenced on October 25, and on 
November 10 the Board announced its decision, 
which granted the Commonwealth leave to 
appeal, but reserved to us the right to re-argue 
our submission that there was noright of appeal 
unless the Commonwealth first obtained a 
certificate from the High Court. We now await 
the further hearing by the Privy Council. 


FINAL DECISION RESTS WITH PUBLIC 


However, I am firmly of the opinion that the 
ultimate decision as to whether or not the 
Australian trading banks are to be nationalised 
will be taken outside the legal arena. This 
issue did not commence in the legal arena, and 
it will not end there. It began in the political 
sphere with a direct attack upon our institution 
and others by a Commonwealth Labour 
Government. And that is where it will end, in 
the political sphere, for upon an issue of such 
magnitude and importance I am confident that 
it will be the people who will have the final say. 
There is abundant evidence that the great bulk 
oi the Australian people disliked, indeed 
feared, the whole proposal from the start, re- 
garding it as quite unnecessary and extremely 
dangerous, and though many believe that the 
public’s memory is short-lived (and it may well 
be on many relatively minor day-to-day events 
in Our national life), the public does not easily 
forget issues of outstanding significance to its 
own status and to its personal desires and 
ambitions. 

TOWARDS A BUYERS’ MARKET 


I believe, if one dares to risk an assessment, 
that the domestic market is showing signs of 
Swinging slowly but surely from conditions of 
a “ sellers’ market ’’ to conditions nearer to 
those of a“ buyers’ market.” I do not wish to 
aver that we are heading for a slump. 

The buoyant economic position we have 
teached after three years of peace cannot be 
described as “ Utopian.” One of the most 
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immed 


‘ate problems is the low volume of pro- 
duction accompanying the employment of vir- 
tually all men and women wishing to work. 

Though the accompanying level of pro- 
duction is disappointingly low and distorted, 
record employment has certainly meant that 
everyone desirous of so doing is able to earn a 
monetary income, and in the great majority of 
cases a fairly good income—in terms of money. 
Yet practically everyone is feeling the sting of 
high prices more sharply as the months go by, 
and, though the great bulk of people are 
earning, on average, more money than ever 
before, they experience no proportionate im- 
provement in their standard of life. Food, 
clothing and entertainment are more expensive 
than ever, houses and motor cars are more 
difficult to obtain and far more costly. Hours 
of work may be shorter, but the facilities and 
services necessary for comfortable pleasure and 
recreation are miserably inadequate. Our post- 
war economy seems to have a bias toward 
higher and higher monetary incomes, with 
poorer and poorer results when we spend them. 

This phenomenon is baffling the community 
and leading to frustration and disappointment. 
It is not surprising that this post-war atmo- 
sphere of disappointment and frustration has 
had its effect on the moral code of the com- 
munity. To a severe degree there has de- 
veloped between individuals a struggle to take 
what each can out of the community, with little 
or no urge to put anything back. The desire 
for reward without effort has grown apace. 
Men and women fail to derive full satisfaction 
from their daily task, for, bombarded by the 
idea that so much can be got from Government 
benevolence, they have come to have doubts 
about the virtue of work. And doubts about 
the value of one’s daily task mean doubts about 
life itself. 

THE ROAD OUT 

Along which road, then, lies the route out of 
the tangle of economic disillusionment and 
clash of social ideas ? Unless we are to remain 
bogged in a morass of Socialistic inefficiency 
with a mounting criss-cross of controls and 
counter-controls and their resulting ‘‘ econo- 
mics of poverty,’’ sturdy strides will have to be 
made, and made rapidly, toward the cleaner 
atmosphere of a new freedom for individual 
development, for the exercise of enterprise and 
initiative, and for a full restoration of the com- 
petitive effort in industry and commerce. 

Our country’s experiments of late years show 
clearly that Government attempts in peace- 
time to plan the whole economy and to control 
business and the individual create problems 
which do not diminish, but which add to the 
average person’s struggle to improve his 
standard of life. My urgent plea is that, in- 
stead of stubbornly trying to remedy the 
proved defects of centralised State control by 
venturing further in with a Socialist pro- 
gramme of nationalisation, our leaders revise 
their present outlook and set about establishing 
such conditions as will permit the rightful 
expression of the individual’s energy, initiative 
and personal ambition and give him every 
opportunity for reasonable reward. 

The report was adopted. 
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THE MAROQUESS OF ZETLAND’S REVIEW 
Te 23rd Annual General Meeting of country and our customers. The usual high 





the Proprietors of The National Bank of ratio to total liabilities of cash and other funds 
Scotland Limited was held in the Bank’s immediately available for emergencies has 
Head Office on December 16, the Most Hon. been maintained. 
The Marquess of Zetland, K.G., P.C., G.C.S.1., Last vear I referred to the greater oppor- 
G.C.I.E., the Governor of the Bank, presiding. tunities the Bank had enjoyed in assisting 
The Governor said: It is with sincere regret trade and industry through advances granted 
I have to report that since last we met there to customers and I am pleased to report that 
has passed from our midst Mr. C. H. Scott during the year under review we have been 
Plummer, who served the Bank faithfully and able to assist still more, for our advances, 
well as an Ordinary Director for the long period __ including bills discounted, are nearly £3,000,000 
of 45 years. Elected to the Board in 1902 he _ higher at {19,600,000. These advances are 
was constant in his attendance unto the last well spread, largely over a wide variety of 
and we, his colleagues, know we have lost a_ those industries in which Scotland specialises, 
friend who in very special measure was en- though industries conducted further afield are 
dowed with a calm and penetrating judgment _ not altogether absent from our list of borrowers, 
and a wide and expert knowledge of agriculture 
and country life. BURDEN OF TAXATION 
You will remember that in 1946 powers were I make no apology for referring once again 
taken to enlarge the numbers of the Board to the burden of taxation. The remarks from 
and this year, by virture of that authority, Chairmen of many of our leading Companies 
your Directors invited Mr. A. Moncrieff to the effect that heavy taxation is depriving 
Mitchell, Writer, Glasgow, and Mr. lain M. industry of essential capital for modernisation 
Stewart, Engineer, Glasgow, to join them, and replacement of plant have received wide 
and we are pleased to welcome them at this publicity, but there is another aspect which 
Annual Meeting. also deserves attention. Viewing the position 
we adi ata as a banker, I might fairly assert that every 
THE BANK’S ACCOUNTS large industry had its small beginning, springing 
The Balance Sheet total of almost perhaps from one individual who introdu 
{118,000,000 breaks yet another record and some new idea which satisfied a public need. 
is by far the highest ever attained, the increase That individual had a little capital of his own, 
over last year being {12,000,000. This expan- he received some assistance from his Bank, 
sion is accounted for by the growth in the and in course of time he prospered, enlarged 
Deposits which are higher by {13,000,000, and __ his establishment and provided employment) 
although part of this increase is likely to be of for many. That same person beginning now 
a temporary nature, the greater part repre- has but little opportunity of adding to his 
sents the normal development of the Bank’s capital since taxation takes so much away, he 
business, for throughout the year deposit is prevented from expanding and he is deterred 
figures have constantly exceeded those of the from entering into obligations which would 
1947 Balance Sheet. provide the means of enlarging his business by 
The Profits, at {291,000, are higher by ‘introducing new and up-to-date plant becaus 
£13,000 and are a reflection of the greater taxation deprives him of the ability to rey 
resources employed. Once again we have Within any reasonable period of time. 
pursued our traditional conservative policy of result is that enterprise and initiative aft 
distributing the lesser part in Dividends which thwarted and many a new and <a 
will absorb {107,800 and of allocating the venture is stifled at birth. Neither, may 
greater part to Reserves, the appropriations add, is the growing habit in certain quarters of 
recommended being— denouncing the profit motive as something 
£75,000 to Revenue Reserve Fund discreditable of which a man should bt 
£40,000 to Heritable Property Account ashamed, calculated to encourage either 
£50,000 to Trustees for Officers’ Pension initiative or enterprise. ; 
Scheme 
£10,000 to Staff Widows’ Fund STAFF 
—_——— Before concluding this Review I would wisit] 
£175,000 to convey our thanks to our General Manage” 
—_—— for his wise and efficient direction of 
These additions to Reserves, and ail similar affairs of the Bank and to congratulate hm 
additions in the past, are in truth equivalent on the result of his labours. At the same ti 
to the subscription of fresh capital. In turn I know he would be the first to acknowle 
they produce revenue and over the years add__ the support he has received on all sides 
to the earning capacity of the Bank, but more from all grades of officials and staff. Withomy 
important they strengthen the foundation on their loyal co-operation these results 
which the Bank is built and make possible not have been achieved, and to them Of 
future developments in our service to our’ thanks are also due. 
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